
From: Jagmohan, Mahendra
 

To: *TE/GE-EO-F990-Revision; 


CC: 

Subject: Comments on Proposed Form 990 and Associated Schedules 

Date: Friday, September 14, 2007 11:23:26 AM 

Attachments: Proposed Form 990 and Associated Schedules.pdf 

Dear Sir/Madame, 

Please find attached comments on proposed form 990 and associated schedules for the 
Mount Sinai Hospital (EIN 13-1624096) and 
Mount Sinai School of Medicine (EIN 13-6171197). 

Thank you again for the opportunity to comment on the forms. 

Mahendra Jagmohan 
Senior Director of Finance 
212-731-3083 
Mahendra.Jagmohan@mountsinai.org 

<<Proposed Form 990 and Associated Schedules.pdf>> 
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CC: 

Subject: Form 990 Comments to IRS 09 14 07 
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Via Electronic Mail 

September 13, 2007 

Internal Revenue Service 
Form 990 Redesign; SE:T:EO 
1111 Constitution Avenue, NW 
Washington, DC 20224 

Subject: Comments on Draft Redesigned Form 990 and Schedules 

Thank you for the opportunity to comment on the draft redesigned Form 990 
and accompanying schedules recently published by the Internal Revenue 
Service (IRS). The following are comments of the Ohio Hospital 
Association (OHA) on behalf of its over 170 member hospitals and 40 health 
systems. In addition to the comments below, OHA endorses the detailed 
comments submitted by the American Hospital Association September 6, 
2007 and August 21, 2007. 

The Proposed Implementation Date Should be Extended. 
The IRS has targeted a 2008 tax year implementation for the redesigned 
Form 990. For the majority of Ohio hospitals reporting on a calendar year 
basis, information systems must be changed before January 1, 2008 to 
accommodate the significant additional reporting requirements. It is 
unreasonable to require tax-exempt hospitals to overhaul financial and data 
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Subject: Comments on Draft Redesigned Form 990 and Schedules 
 
Thank you for the opportunity to comment on the draft redesigned Form 990 and accompanying 
schedules recently published by the Internal Revenue Service (IRS).   The following are 
comments of the Ohio Hospital Association (OHA) on behalf of its over 170 member hospitals 
and 40 health systems.  In addition to the comments below, OHA endorses the detailed 
comments submitted by the American Hospital Association September 6, 2007 and August 21, 
2007.   
 
The Proposed Implementation Date Should be Extended. 
The IRS has targeted a 2008 tax year implementation for the redesigned Form 990.  For the 
majority of Ohio hospitals reporting on a calendar year basis, information systems must be 
changed before January 1, 2008 to accommodate the significant additional reporting 
requirements.  It is unreasonable to require tax-exempt hospitals to overhaul financial and data 
record-keeping systems on such a short time frame, especially given the lack of definitions, line 
item instructions and incomplete worksheets. 
 
Ohio hospitals, the vast majority of which have begun collecting community benefit information 
on their own, have discovered the effort to be challenging, resource-intensive and a multi-year 
process.  To modify or create systems immediately to meet the IRS Form 990 requirements will 
divert precious charitable assets away from patients and the community. 
 
The IRS has not significantly overhauled the Form 990 in 25 years.  It will take until 2010, at 
least, for the tax-exempt community to modify their systems to comply. 
 
Many of the Questions on the Form and Schedules are Burdensome, Confusing and 
Misleading. 
A typical tax-exempt hospital or health system will be required to complete, in addition to the 
multi-page core form, anywhere from eight to 14 schedules.  Not only is this a burdensome and 
strenuous effort, the technical expertise required will result in most tax-exempt organizations 
being forced to hire professional tax preparers and accountants, adding costs to an already 
expensive undertaking. 
 
In addition, the proposed draft contains many confusing terms and concepts.  The redesigned 
form no longer serves as a tax return, but represents a full disclosure of all aspects of a tax-
exempt organization.  To that end, the terms and questions must be precisely drafted and defined.  
Any amount of ambiguity will result in misuse or a futile redesign of the Form 990.  OHA also 
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encourages the IRS to allow tax-exempt organizations every opportunity to submit supplemental 
and explanatory materials with the Form 990.  Where organizations differ in interpretation of the 
Form, additional information will allow the IRS and the public to understand and more fully 
appreciate the tax-exempt organization’s response. 
 
Many of the questions on the form will result in misleading information or inaccurate 
interpretations.  For example, by including on the Summary the number of individuals receiving 
compensation over $100,000, the IRS creates an incomplete picture of a tax-exempt hospital.  
One hospital that employs a portion of its medical staff may report a large number on Line 6 of 
the Summary, while a neighboring hospital that does not employ physicians reports a small 
number on this line. Without allowing explanatory detail to accompany the Form 990, a member 
of the public may be misled or confused about the operations of the tax-exempt organization.  
 
Schedule H Fails to Meet the IRS Goals of Transparency and Minimizing Burden. 
Hospitals should not be singled out by imposing a specific filing requirement in Schedule H for 
just one sector of the tax-exempt community.  While some hospitals may represent large 
organizations within the tax-exempt sector, many hospitals are extremely limited in scope and 
size.  Yet, all hospitals are subject to additional reporting not imposed on other tax-exempt 
organizations.   
 
Another primary concern with Schedule H is the confusion over which tax-exempt organizations 
will be required to complete the schedule.  The corporate structures of tax-exempt hospitals vary 
widely throughout Ohio and the country.  However, as written, several non-hospital 
organizations would be required to complete Schedule H.  The IRS should carefully craft the 
instructions for Schedule H to clarify this filing requirement. 
 
OHA supports the continued use of the community benefit standard to determine federal income 
tax exemption for hospitals.  In addition, hospitals are continually working towards greater 
transparency in the areas of billing and collections to ensure patients are equipped to make 
educated decisions not just about their illness and treatment, but all aspects of their care, 
including financial considerations.  Schedule H should be limited to those questions that capture 
hospital community benefit information. 
 
In addition, OHA believes in order to appreciate the full value of the community benefit that 
hospitals provide, Medicare underpayments and patient bad debt should be reported on Schedule 
H.  Although there may be intellectual debate about how community benefit is calculated, to 
achieve true transparency, Medicare losses and bad debt are relevant figures to report in addition 
to Medicaid losses, free care and other uncompensated care.  In addition, other community 
benefit activities such as free screenings along with the significant benefits of medical research 
and education should be captured and reported. 
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The Ohio Hospital Association takes pride in the commitments of Ohio hospitals to their 
communities and to improving health care in Ohio.  We welcome every opportunity to tell our 
stories and anticipate increased transparency will allow the public to better appreciate the many 
contributions of hospitals.  Thank you for your consideration of our comments.  If you have any 
questions or would like to discuss these issues further, do not hesitate to contact me at (614) 221-
7614. 
 
      Sincerely, 


       
      Mary L. Gallagher 
      Vice President and General Counsel 








record-keeping systems on such a short time frame, especially given the lack 
of definitions, line item instructions and incomplete worksheets. 

Ohio hospitals, the vast majority of which have begun collecting community 
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challenging, resource-intensive and a multi-year process. To modify or 
create systems immediately to meet the IRS Form 990 requirements will 
divert precious charitable assets away from patients and the community. 

The IRS has not significantly overhauled the Form 990 in 25 years. It will 
take until 2010, at least, for the tax-exempt community to modify their 
systems to comply. 

Many of the Questions on the Form and Schedules are Burdensome, 
Confusing and Misleading. 
A typical tax-exempt hospital or health system will be required to complete, 
in addition to the multi-page core form, anywhere from eight to 14 
schedules. Not only is this a burdensome and strenuous effort, the technical 
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inaccurate interpretations. For example, by including on the Summary the 
number of individuals receiving compensation over $100,000, the IRS 
creates an incomplete picture of a tax-exempt hospital. One hospital that 
employs a portion of its medical staff may report a large number on Line 6 
of the Summary, while a neighboring hospital that does not employ 
physicians reports a small number on this line. Without allowing explanatory 
detail to accompany the Form 990, a member of the public may be misled or 
confused about the operations of the tax-exempt organization. 

Schedule H Fails to Meet the IRS Goals of Transparency and 
Minimizing Burden. 
Hospitals should not be singled out by imposing a specific filing requirement 
in Schedule H for just one sector of the tax-exempt community. While some 
hospitals may represent large organizations within the tax-exempt sector, 
many hospitals are extremely limited in scope and size. Yet, all hospitals are 
subject to additional reporting not imposed on other tax-exempt 
organizations. 

Another primary concern with Schedule H is the confusion over which tax-
exempt organizations will be required to complete the schedule. The 
corporate structures of tax-exempt hospitals vary widely throughout Ohio 
and the country. However, as written, several non-hospital organizations 
would be required to complete Schedule H. The IRS should carefully craft 
the instructions for Schedule H to clarify this filing requirement. 

OHA supports the continued use of the community benefit standard to 
determine federal income tax exemption for hospitals. In addition, hospitals 
are continually working towards greater transparency in the areas of billing 
and collections to ensure patients are equipped to make educated decisions 
not just about their illness and treatment, but all aspects of their care, 
including financial considerations. Schedule H should be limited to those 
questions that capture hospital community benefit information. 

In addition, OHA believes in order to appreciate the full value of the 
community benefit that hospitals provide, Medicare underpayments and 
patient bad debt should be reported on Schedule H. Although there may be 



intellectual debate about how community benefit is calculated, to achieve 
true transparency, Medicare losses and bad debt are relevant figures to report 
in addition to Medicaid losses, free care and other uncompensated care. In 
addition, other community benefit activities such as free screenings along 
with the significant benefits of medical research and education should be 
captured and reported. 

The Ohio Hospital Association takes pride in the commitments of Ohio 
hospitals to their communities and to improving health care in Ohio. We 
welcome every opportunity to tell our stories and anticipate increased 
transparency will allow the public to better appreciate the many 
contributions of hospitals. Thank you for your consideration of our 
comments. If you have any questions or would like to discuss these issues 
further, do not hesitate to contact me at (614) 221-7614.

 Sincerely,

 Mary L. Gallagher
 Vice President and General 

Counsel 



From: DeMeritte, Grant F 

To: *TE/GE-EO-F990-Revision; 

CC: Henning, Heidi E; Mullins, Bob; 

Subject: Emailing: 2n2415c_.pdf 

Date: Friday, September 14, 2007 9:50:58 AM 

Attachments: 2n2415c_.pdf 

Dear IRS Staff, 

Here are the Howard Hughes Medical Institute's comments on the draft form 990. 

Grant F. DeMeritte, CPA 
Tax Compliance Manager 
Howard Hughes Medical Institute 
4000 Jones Bridge Road 
Chevy Chase, MD 20815 
Phone:(301)215-8542 
Fax: (301)215-8909 
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Submitted via e-mail to Form99ORevision~irs.gov
September14, 2007


Dear IRS Staff:


I write on behalfof the HowardHughesMedical Institute (HHMI) in responseto the
proposedrevision to Form 990. As background,HHMI is a Section 501(c)(3)medical
researchorganization that is engaged in research in collaboration with non-profit
hospitals,universities,and researchinstitutesaround the country, as well as in its own
biomedical researchfacility, hi addition, HHMI makes grants,both in the U.S. and
abroad,to expandandimprovescienceeducation.


Ourcommentson theproposedrevisedForm 990 areasfollows:


In General:


E-Filing: We are requiredto c-file and have no objectionto doing so. However,we
believeimprovementsto theprocessaredesirable. Dueto IRS serverrestrictions,we are
unableto attachspreadsheetsor otherdocumentsto the form that will be c-filed, which
requiresthat we retype a considerableamount of data. Permitting the attachmentof a
narrowly definedrangeofelectronic files suchasExcel spreadsheets,Word documents,
and PDF files (which could include auditedfinancial statements)would reducethe filing
burden.


CoreForm: We agreethathavinga coreform with key information is a good idea.


Core Form


Part I:


Line 4: We suggest that the instructions for this line refer to the glossary for the
definitionof “independentmembersof thegoverningbody.”


Line 7: We do not believeit is appropriateto ask for the highestcompensationamount
without any information about the position of the personreceiving this compensation.
We ask that this question be deleted. Form 990 users can refer to the complete
presentationof compensationinformation in Part TI instead, it doesnot appearto serve
any purposeto reportthis one numberwith no context,whenit is presentedelsewhereon
the form in a moreusefulandinformativeway.


Lines 15 and 17-19: We agreewith the commentsof the IndependentSectoraboutthe
column requiringorganizationsto calculaterevenuesand expensesaspercentagesof the
total amounts. In particular, we agreewith the IndependentSector that this column
shouldbe droppedbecausetheredoesnot appearto be anybasisfor concludingthat these
percentagesprovidevalid informationaboutan organization’seffectivenessor efficiency.


4000 jones Bridge Road, Chevy Chase, Maryiand 208 i5~6789
30L2~i8500







Faith:


Section A and SectionB Line lOa: Like many exempt organizations, we have a fiscal
year that is more appropriate to ouroperations than the calendaryear. We believe that
fiscal-year taxpayers should reportinformation about compensationand other financial
arrangementson a fiscal year rather thana calendaryear basis. Fiscal-yearreportingnot
only lies into other compensation figures reportedon Form 990 (Part V Line 5 for
example),but it is a bettermatch with other revenue andexpensefigures, all ofwhich are
basedon the organization’s fiscal year. Also, allowing compensationand other financial
arrangementsto be reported on a fiscal year basis allows reporting on a much more
currentbasis,which will makethe compensationdata reported on Forms 990moreuseful
as comparative market data for purposesof compliancewith the intermediate sanctions
rules under Section 4958. For example,our fiscal year ends August 31, so if we are
required to report on a calendar year basis,the information on ourForm 990will be for
the calendar yearendingalmosta full year beforewe file.


Section A: We agreewith Column C as proposed. We disagree with comments
suggestingthat the averagenumberof hours worked per week should be reported for
board membersor part-time employees.


SectionA: We concurthat, asset forth in the instructions for Columns (F) & (0), the
term “loans” should not include advances made under accountable expense
reimbursementplans for payment ofbusinessexpenses.


SectionB, Line 5: It would be extremely burdensomeand should not be necessaryfor
the reporting requirements ofLine 5 to extend to any personwho wasan officer, director,
trustee,or key employee“within the past5 years”. Once a person hasceasedto be an
officer, director, trustee,or key employee,the organization should not haveto continueto
report on that person’s businessrelationships, or businessrelationships of that person’s
family members, in subsequentyears. As the instructions seemto recognize, as a
practical matter, a former officer, director, trustee, or employeewill have little or no
incentiveto respondto an organization’s requestsfor information about any relationships.
We ask that you revise Line S to limit the disclosure to any transactionsduring the tax
year betweenthe filing organization and personswho were officers, directors, trusteesor
key individuals within the past5 years, or with companiesownedmore than 35%by such
former officers, directors,trustees,or key employees,that werenot otherwisereported on
Section A. This would be consistentwith the definition of “disqualified person” under
Section4958 (which continues for 5 years after leaving the organization) and, if revised
in this way, the filing organization should be able to answer the question based on
information within its owncontrol.


SectionB, Line 5b: In the event you leavethis question on the Form, the instructions
should explicitly exclude charitable donations to tax-exempt organizations from
paragraph(2) of the instructions for this line. In other words, if one Trusteemakes a
donation to a charity on whose board another Trustee sits, this is not a business
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transactionand should not be subjectto any disclosureor reportingrequirement.This is
consistent with the confidentiality otherwise accorded to charitable donations on
ScheduleB.


Section B, Line 8: This line calls for nontaxable fringe benefits and expense
reimbursementsto be treatedascompensation.We strongly disagreewith this concept.
It is inaccurate and misleading to treat nontaxable fringe benefits, or expense
reimbursementsmadethroughan accountableplan, ascompensation.


Part III:


Line2: Accordingto the instructionsfor this line, any changeat all in the organization’s
policies on compensationof officers, directors,trustees,or key employees,or in policies
on conflict of interest,whistleblowers,or documentretentionand destruction,must be
reported. We believe this is overbroad. A largeorganizationmay have manypolicies
that could he construedasrelating to compensation,conflict of interest,whistleblowers,
or documentretentionor destruction,and it is not clear why changesin thesepolicies
should be consideredsignificant for tax reportingpurposes. if any reporting on these
policies is required, the reporting should be limited to significant changesin these
policies.


Line 3: Our organizationhasa numberof different conflict of interest(COT) policies that
apply in different contexts;for example,our laboratoryheadsare subjectto COT policies
tailored for their work and activities; our investment personnel are subject to an
investment-specificCOT policy; ourpurchasingstaffhasguidancespecificallyaddressing
dealing with vendors; and our boardhas its own COT policy. Tt would be extremely
difficult for us to track thenumberof transactionsreviewedunderall conflict of interest
policies,nor do we think that this numberwould be of anyhelpto Form 990 users. Line
3a, which anticipates a single COT policy, should recognize that Targe, complex
organizationsmay have multiple COl policies. As to line 3b, we agree with the
recommendationof the IndependentSector that you ask each organizationto report
whetherit distributed a copy of therelevantCOT policy or policiesto all boardand key
staffmembersduring the yearandwhetherthoseboardand staffmemberswereaskedto
report any conflicts of interestrelated to organizationsor individuals with whom the
filing organizationtransactsbusiness. In addition,distribution of a copy of the relevant
COT policy shouldhe ableto be donenot only with hardcopyoran email attachment,but
by sendingby email a Tink to thepolicy if it is postedon an internalor externalwebsite.


Line 6: Our organization,and we expectmany others, has a practice in which the
governingbody, at eachof its quarterly meetings,formally approvesthe minutes of the
prior meeting. This is consistentwith the requirementsfor “adequatedocumentation”
under Treas. Reg. 53.4958.6(c)(3)(ii),which requires that (i) the documentation(i.e.,
minutes)be preparedbeforethe later of the next meetingor 60 daysafier the action or
actionsof the goveming body are taken and (ii) approved“within a reasonabletime
period thereafter.” As phrased,the instructions to this Line imply that minutesmust be
bothpreparedand approvedbeforethenextmeetingofthe govcmingbody or applicable
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committeethereoL We askthat the definition ofcontemporaneousbe modified to reflect
the definition set forth in the regulationcited above, or at a minimum to allow for
approval of documentation “at or before” the later ofthe next meetingor 60 days after the
action or actionsofthe governing body are taken.


Line 10: We ask that you revise this question to ask whether the organization made a
copyofthe 990availableto all membersofthe governingbody. Reviewofthe Form 990
by the entire governing body prior to filing is not practical and, and at least for large
organizations, would seemto be unnecessarymicromanagement. Additionally, not all
members of the governing board of a large organization will have the time and
qualifications neededto provide a substantivereview of the very complex and detailed
Form 990. You might ask whether the organization provided a copy of the 990 to all
membersof the governing body, but if the organization posts the 990 on its website it
shouldnot be necessaryto alsosenda hard copyto membersof the governingbody,


Part hY:


In General: We agree with the elimination of exclusioncodes andsomeofthe detailed


schedulesnow required.


Line 13: We would like clarification as to whether Medicare Part D expense
reimbursement (i.e., the subsidyfor employersproviding retiree health insurance) should
be reportedhere, under MiscellaneousRevenue,or in some other location. We do not
believe it is appropriate to report theserevenuesin Line 2a becausetheyare not revenues
receivedfor medical services.


Part V:


Lines I and2: We suggestthatyou clarify whether a fellowship paid to a universityor
other non-profit institution at which a selectedawardeewill be doing his or her research
or studies is reportable as an individual grant or whether it would be considered an
institutional grant. If the grantor controls the selection of the individual awardee, it
would appear that this is an individual grant even though, for administrative purposes,
payment is made to an institution, and that institution is then accountableto the grantor
for useofthe finds andis responsiblefor any tax reporting to the awardee.


Line 3: The fonn itself says that this line is for grants and other assistanceto
governments, organizations, and individuals “outside the U.S.”. However, the
instructionssay that this line shouldinclude “grants or assistanceto personswho are not
citizens or residentsof the U.S.”, implying that this line includes grants or assistanceto,
for instance, foreign studentswho are studying in the U.S. We believe that a grantin
support ofa foreign student or researcherwho hasbeenlawfUlly admittedto study or do
researchin the U.S., where the grant will be disbursedwithin the U.S. for study or
research at a U.S. institution, should not be considereda grant to an individual “outside
the U.S.” and should not be reportable on Line 3. We ask that this be clarified in the
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instructionsfor Line 3. Similarly, we askthat thesegrantsbe reportableon ScheduleI
ratherthanScheduleF.


Lines 13 and 16: The additional guidance in the instructions regardingoffice and
occupancyexpensesis helpful.


Line 14: If you retain this new category for Information Technology expenses,we
suggestexcluding from it thecostsof developingnew hardwareor sofiwarecodeas part
of a programmaticactivity (such as medical researcherswriting algorithms to search
genomicdata).


Part VI:


Lines 4 through7: We askthat as in Part II, SectionA, the instructionsfor theselines
clarify, consistentwith Part Ii, SectionA, that loansdo not include advancesmadeunder
accountableexpensereimbursementplans for paymentofbusinessexpenses.


Part VII:


Line 6: We recommendthat you retainline 6a and movethequestionson lines6b-dinto
ScheduleK. Lines6b-d arevery technicalanddo not seemto belongon a scheduletitled
“StatementsRegardingGeneralActivities”. Line 6d seemsto alreadybe reflected in
column(h) of Part I of ScheduleK.


Line 11: This line asksif the organizationhasa written policy or procedure“to review
theorganization’sinvestmentsor participationin disregardedentities,joint ventures,or
other affiliated organizations (exempt or non-exempt).” We recommendthat this
questionbe dropped. It should not be necessaryfor an organizationto havea written
policy or procedurespecificallyon this issueastheseinvestments,like any others,should
be regularlyreviewedby thoseresponsiblefor theorganization’sinvestments,asa matter
of good investmentpractice.


Line 12: This line asks if the organizationhas a written policy that requires the
organization to safeguard its exempt status with respect to its transactions and
arrangementswith relatedorganizations. It should not be necessaryfor an organization
to havea written policy or procedurespecifically on this issue. Instead,safeguardsfor
the maintenanceof exemptstatus should be built into an organization’sreview of all
transactionsandarrangements,not just thosewith relatedorganizations.


Part IX:


Line 2: We ask that you delete the question regarding the organization’s “most
significant program accomplishment”. For a large organization,it is very difficult to
select one accomplishmentas being the most significant in any period of time. We
believethat to selectoneaccomplishmentout of an entirebody ofwork is misleadingand
fails to properlycreditthoseactivities not highlighted. Also, in research,it is not possible
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to know in the current year what findings will prove to be the most significant over the
courseof time; this is why, for example, Nobel Prizes in fields like chemistry and
medicineare typically awarded for work doneyears,if not decades,before.


ScheduleD:


Part XII, Endowment Funds: This should reference Form 990, PartVII, Line 16, not


Form 990,PartVII, Line 6.


PartXII, Endowment Funds: We suggestthatyou include a definition of “endowment
fUnd” in the instructions, such as the definition used in the Uniform Managementof
Institutional FundsAct.


ScheduleF:


Part I: HHMI, like many other large exempt organizations, invests assetsworldwide.
While we have no objection to disclosing the countries in which we have financial
accounts,it would be administratively burdensometo require that investment expensesbe
allocated on a country by countrybasis. Investment decisionsare typically made from
the headquarters office in the U.S. and there is no reasonablebasis for allocating
expensesto specific investments, whether within or without the U.S. In addition, no
meaningfUl information will result from the allocation of investment expenseson a
country by countrybasis. We ask that Column (f) be limited to expenditures for non-
investmentactivities.


PartII, Line 1, Column (a): You ask for the fill legal name of each foreign grantee
organization. Pleasenote that in many casesthis will have to be transliterated into
English from a foreign languagethat usesa different alphabet, sowill not necessarilybe
the full legal namethat the organization uses.


Part II, Line 1, Column (b): We askthat you not require grantmakingorganizations to
have to determine in all caseswhether a foreign granteeorganization hasbeenrecognized
asexemptby the IRS and the codesectionofthe exemption. In particular, wherea grant
ismadeto a foreign organization and noneofthe grant finds will be usedfor activities in
the United States, so that no tax reporting or withholding is required, it seems
unnecessaryto have to ask if the foreign granteehasbeen recognizedas exemptby the
IRS.


Part II, Line I, Columns (e) and (f) and Part III, Columns (d) and (e): Thesecolumns
requirereporting of the amountsof cash grants and the manner of cashdisbursementto
foreign grantees. Pleasenote that cash payments will not be the same as the amounts
accrued,becauseofthe FASB requirements thatgrants be recordedon an expensebasis.


ScheduleI:
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In General: As noted above in our commenton the Core Form, Part V. Line 3, we
believethat a grant in supportof a foreign studentor researcherwho hasbeenlawfully
admitted to study or do researchin the U.S., wherethe grant will be disbursedto the
granteethrough a U.S. institution for study or researchat suchinstitution, shouldnot be
considereda grant to an individual outsidethe U.S. These are grants paid to a U.S.
institution for study in the U.S. and we believe they should be reportedon ScheduleI
rather than ScheduleF. In addition, pleasenote that we do not routinely gather
information about the citizenship or residenceof individual granteesand it would be
burdensometo haveto do so. The instructions saythat the organizationshould make
citizenshipor residencedeterminations“basedon its knowledgeof the recipient’sstatus
or from information readily available from which a reasonabledeterminationcan be
made”; wearenot certainthat in all caseswewill haveknowledgeofa grantee’sstatusor
readilyavailableinformationaboutthat status.


Part I, Line 2a: This column appearsto requireHHMI to report any relationshipthat
might exist betweenany HHlvll grantee(whetheran individual or institution) and an
HHMI officer, director, trustee,highly compensatedemployeeor memberof a selection
committee. This is an incrediblybroadquestionthat would appearto requiredisclosure,
for example,of any situationwherea memberof HHMI’s board is also a boardmember
or employeeof an institutional grantee,eventhough HHMI’s conflicts of interestpolicy
for trusteesprovides that trusteeswill not participatein decisionsto award grants to
institutionswith which theyareaffiliated. For example.sinceone of HHMI’s trusteesis
on the boardof The RockefellerUniversity, this would requireHHMi to list everygrant
madeto Rockefellereventhoughthe trusteehad no involvement in HHMI’s decisionto
makethe grant This questionshould be narrowedto excludeany grantmakingdecisions
of theorganizationin which theinterestedpersondid not participate.


Part II, Column (d) and Part III, Column (c): Thesecolumnsrequire reportingof the
amountsof cash grants and the mannerof cash disbursementto granteesin the U.S.
Pleasenote that cashpaymentswill not he the sameasthe amountsaccrued,becauseof
theFASB requirementsthat grantshe recordedon an expensebasis.


ScheduleJ:


In General: As notedabove in our commentson the Core Form, Part II, SectionA and
SectionB Line IOa, webelievethat informationaboutcompensationand other financial
arrangementsshould be reportedon a fiscal year rather than a calendaryear basis, as
fiscal yearreporting ties into othercompensationfigures, is a bettermatch with other
revenueand expensefigures, and\vill providemorecurrentdata. We askthat you allow
reportingon ScheduleJ of supplementalcompensationinformation on a fiscal yearbasis.


In General: Becauseinformationaboutcompensationpaiddirectly by the organizationis
already reported in Part II of the Core FonTi, we ask that ScheduleJ include only
paymentsfrom relatedorganizations,andnot paymentsfrom theorganizationitself
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Line 1, Column C: this form includes, in the definition of “deferred compensation,”
annual bonusesattributable to the tax year but that are paid at the beginning of the
following year. Since the W-2 amount in Column Bii will alreadyinclude the annual
bonus paid during the tax year on account of the prior year, the effect of this will be to
artificially inflate the compensationof officers and key employeeswho receiveannual
bonuses. The paymentofbonusesat the beginningofthe year for prior yearperformance
is a commonpractice and so the overall effect of this reporting requirementwill be to
artificially inflate 990 compensationdata that is reported to the public andthat is relied
on by other tax-exempt organizations and by compensationconsultantsfor purposes of
assessingthe reasonablenessof compensation for intermediate sanctions purposes.
Column C shouldexcludeannual bonusespaid during the next yearfrom the definition of
“deferred compensation.”


Line 1, Columns (D) through (F): We ask that Column (D), Nontaxable Benefits, be
eliminated. It would be extremelyburdensometo try and assessthe value of all fringe
and other nontaxable benefits provided to officers, directors, trustees,key employeesand
other highly-compensatedemployees,and wedo not believeit is necessaryor helpfUl to
try to include this information. Similarly, since an individual’s compensationclearly
doesnot include businessexpensesreimbursed under an accountableplan, Column (E),
Nontaxable ExpenseReimbursements,should be eliminated. The concept of adding
expensereimbursements to other items of compensation to arrive at Column (F) is
fundamentally flawed and will produce a misleading picture of an individual’s
compensation,particularly to readers who are not sophisticated about the concept of
expensereimbursements. Although we seeno reason to require reporting of business
expensesreimbursed under an accountable plan, an alternative to eliminating such
reporting would be to put it in a Column at the end of the table and to exclude these
amountsfrom the“Total” column.


Line 3: This line askswhether the organization paid for first-class travel, club dues, or
useof personalresidence. A yesor no answer to this question is not very helpful, since
the answerwould be yesevenwhere the organization paid for one first-class trip for one
officer. If you truly want this information reported, it would be betterto break out the
three items and ask separately about each, and also ask whether the organization
“routinel/’ paid for the item. For example, the first question might be: “Did the
organization routinely pay for first-class travel for personslisted in Form 990, Part 11-
Section A?” Or, instead of a yes/noquestion, you might ask: “For how many of the
persons listed in Form 990, Part 11-Section A did the organization pay for first-class
travel?”


Lines 4, 5 and 6: These lines ask whether the organization paid compensation
determined by the revenuesor net earningsofthe organization or a related organization,
or provided any other non-fixed payments.A yesor no answeris not particularly helpful
here, sincethere isno indication ofhow many of the listed individualsreceivedthis type
of compensation. HHMI, for example, pays bonuses to investment personnel who
outperform their benchmarks,becausethis is a typical partof compensationfor this type
ofposition; but other listed personswould not receiveany compensationdetermined by
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revenuesor income. However,becauseof theyes/nonatureof the answerit would not he
clear that this type ofcompensationis paid only to a limited subsetof the personslisted
in Form 990, PartTI- SectionA. We suggestthat insteadof askingyes/noquestions,you
begin eachof thesequestionswith: “For how manyof the personslisted in Form 990,
Part11-SectionA did theorganization


ScheduleK:


Part Ill, Lines 3-5: Theselines seemto takean oversimplifiedapproachto the issueof
private businessusebasedon a researchagreement. In particular,thereseemsto be an
assumptionthat all researchagreementsoutsidethe Rev. Proc. 97-14safe harborshould
automaticallybe treatedas privatebusinessuse,and that all useby an entity other thana
SOl(cX3) or stateor local governmentis automaticallyprivatebusinessuseregardlessof
the tennsof use.


Schedule L:


In General: We askthat asin Part II, SectionA, theinstructionsfor theselinesrecognize
that loansdo not includeadvancesmadeunderaccountableexpensereimbursementplans
for paymentof businessexpenses.


Schedule R:


In General: We do not believe that an organization that is a limited partner in a
partnershipshould be consideredto have “control” of the partnership,even if the
organizationhas ownershipof more than 50% of the profits or capital interest in the
partnership.sinceby definition therole ofa limited partneris passiveandnon-controlling
in nature. Organizationsshould not be consideredto be relatedto partnershipsin which
they serveonly as limited partners,regardlessof thepercentageownership. If you still
want to collect information about partnershipsin which the organizationis a limited
partner,we suggestthat you includea sectionon limited partnerinterestsfor this purpose.
Pleaserecognizethat for largeorganizations,this will be a largeamountof informationto
report.


Part Ill: We askthat IJBI notneedto be reportedhereasit will be reportedon Form 990-
T, which is now a public document.


Respectfullysubmitted,
~c2v~6J~


drantF. DeMeritte,CPA
Tax ComplianceManager
HowardHughesMedical Institute
4000JonesBridgeRoad
ChevyChase,MD 20815
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rftIf~/II
Hov~Ag3 ~ñuiiii9!~Revision 

Submitted via e-mail to Form99ORevision~irs.gov
 
September 14, 2007
 

Dear IRS Staff: 

I write on behalf of the Howard Hughes Medical Institute (HHMI) in response to the 
proposed revision to Form 990. As background, HHMI is a Section 501(c)(3) medical 
research organization that is engaged in research in collaboration with non-profit 
hospitals, universities, and research institutes around the country, as well as in its own 
biomedical research facility, hi addition, HHMI makes grants, both in the U.S. and 
abroad, to expand and improve science education. 

Our comments on the proposed revised Form 990 are as follows: 

In General: 

E-Filing: We are required to c-file and have no objection to doing so. However, we 
believe improvements to the process are desirable. Due to IRS server restrictions, we are 
unable to attach spreadsheets or other documents to the form that will be c-filed, which 
requires that we retype a considerable amount of data. Permitting the attachment of a 
narrowly defined range ofelectronic files such as Excel spreadsheets, Word documents, 
and PDF files (which could include audited financial statements) would reduce the filing 
burden. 

Core Form: We agree that having a core form with key information is a good idea. 

Core Form 

Part I: 

Line 4: We suggest that the instructions for this line refer to the glossary for the 
definition of “independent members of the governing body.” 

Line 7: We do not believe it is appropriate to ask for the highest compensation amount 
without any information about the position of the person receiving this compensation. 
We ask that this question be deleted. Form 990 users can refer to the complete 
presentation of compensation information in Part TI instead, it does not appear to serve 
any purpose to report this one number with no context, when it is presented elsewhere on 
the form in a more useful and informative way. 

Lines 15 and 17-19: We agree with the comments of the Independent Sector about the 
column requiring organizations to calculate revenues and expenses as percentages of the 
total amounts. In particular, we agree with the Independent Sector that this column 
should be dropped because there does not appear to be any basis for concluding that these 
percentages provide valid information about an organization’s effectiveness or efficiency. 

4000 jones Bridge Road, Chevy Chase, Maryiand 208 i5~6789 
30L2~i8500 



Faith: 

Section A and Section B Line lOa: Like many exempt organizations, we have a fiscal 
year that is more appropriate to our operations than the calendar year. We believe that 
fiscal-year taxpayers should report information about compensation and other financial 
arrangements on a fiscal year rather than a calendar year basis. Fiscal-year reporting not 
only lies into other compensation figures reported on Form 990 (Part V Line 5 for 
example), but it is a better match with other revenue and expense figures, all ofwhich are 
based on the organization’s fiscal year. Also, allowing compensation and other financial 
arrangements to be reported on a fiscal year basis allows reporting on a much more 
current basis, which will make the compensation data reported on Forms 990 more useful 
as comparative market data for purposes of compliance with the intermediate sanctions 
rules under Section 4958. For example, our fiscal year ends August 31, so if we are 
required to report on a calendar year basis, the information on our Form 990 will be for 
the calendar year ending almost a full year before we file. 

Section A: We agree with Column C as proposed. We disagree with comments 
suggesting that the average number of hours worked per week should be reported for 
board members or part-time employees. 

Section A: We concur that, as set forth in the instructions for Columns (F) & (0), the 
term “loans” should not include advances made under accountable expense 
reimbursement plans forpayment ofbusiness expenses. 

Section B, Line 5: It would be extremely burdensome and should not be necessary for 
the reporting requirements ofLine 5 to extend to any person who was an officer, director, 
trustee, or key employee “within the past 5 years”. Once a person has ceased to be an 
officer, director, trustee, or key employee, the organization should not have to continue to 
report on that person’s business relationships, or business relationships of that person’s 
family members, in subsequent years. As the instructions seem to recognize, as a 
practical matter, a former officer, director, trustee, or employee will have little or no 
incentiveto respond to an organization’s requests for information about any relationships. 
We ask that you revise Line S to limit the disclosure to any transactions during the tax 
year between the filing organization and persons who were officers, directors, trustees or 
key individuals within the past 5 years, or with companies owned more than 35% by such 
former officers, directors, trustees, or key employees, that were not otherwise reported on 
Section A. This would be consistent with the definition of “disqualified person” under 
Section 4958 (which continues for 5 years after leaving the organization) and, if revised 
in this way, the filing organization should be able to answer the question based on 
information within its own control. 

Section B, Line 5b: In the event you leave this question on the Form, the instructions 
should explicitly exclude charitable donations to tax-exempt organizations from 
paragraph (2) of the instructions for this line. In other words, if one Trustee makes a 
donation to a charity on whose board another Trustee sits, this is not a business 
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transaction and should not be subject to any disclosure or reporting requirement. This is 
consistent with the confidentiality otherwise accorded to charitable donations on 
Schedule B. 

Section B, Line 8: This line calls for nontaxable fringe benefits and expense 
reimbursements to be treated as compensation. We strongly disagree with this concept. 
It is inaccurate and misleading to treat nontaxable fringe benefits, or expense 
reimbursements made through an accountable plan, as compensation. 

Part III: 

Line 2: According to the instructions for this line, any change at all in the organization’s 
policies on compensation of officers, directors, trustees, or key employees, or in policies 
on conflict of interest, whistleblowers, or document retention and destruction, must be 
reported. We believe this is overbroad. A large organization may have many policies 
that could he construed as relating to compensation, conflict of interest, whistleblowers, 
or document retention or destruction, and it is not clear why changes in these policies 
should be considered significant for tax reporting purposes. if any reporting on these 
policies is required, the reporting should be limited to significant changes in these 
policies. 

Line 3: Our organization has a number of different conflict of interest (COT) policies that 
apply in different contexts; for example, our laboratory heads are subject to COT policies 
tailored for their work and activities; our investment personnel are subject to an 
investment-specific COT policy; our purchasing staff has guidance specifically addressing 
dealing with vendors; and our board has its own COT policy. Tt would be extremely 
difficult for us to track the number of transactions reviewed under all conflict of interest 
policies, nor do we think that this number would be of any help to Form 990 users. Line 
3a, which anticipates a single COT policy, should recognize that Targe, complex 
organizations may have multiple COl policies. As to line 3b, we agree with the 
recommendation of the Independent Sector that you ask each organization to report 
whether it distributed a copy of the relevant COT policy or policies to all board and key 
staff members during the year and whether those board and staff members were asked to 
report any conflicts of interest related to organizations or individuals with whom the 
filing organization transacts business. In addition, distribution of a copy of the relevant 
COT policy should he able to be done not only with hard copy or an email attachment, but 
by sending by email a Tink to the policy if it is posted on an internal or external website. 

Line 6: Our organization, and we expect many others, has a practice in which the 
governing body, at each of its quarterly meetings, formally approves the minutes of the 
prior meeting. This is consistent with the requirements for “adequate documentation” 
under Treas. Reg. 53.4958.6(c)(3)(ii), which requires that (i) the documentation (i.e., 
minutes) be prepared before the later of the next meeting or 60 days afier the action or 
actions of the goveming body are taken and (ii) approved “within a reasonable time 
period thereafter.” As phrased, the instructions to this Line imply that minutes must be 
both prepared and approved before the next meeting ofthe govcming body or applicable 
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committee thereoL We ask that the definition ofcontemporaneous be modified to reflect 
the definition set forth in the regulation cited above, or at a minimum to allow for 
approval of documentation “at or before” the laterofthe next meeting or 60 days after the 
action or actions ofthe governing body are taken. 

Line 10: We ask that you revise this question to ask whether the organization made a 
copy ofthe 990 available to all members ofthe governing body. Review ofthe Form 990 
by the entire governing body prior to filing is not practical and, and at least for large 
organizations, would seem to be unnecessary micromanagement. Additionally, not all 
members of the governing board of a large organization will have the time and 
qualifications needed to provide a substantive review of the very complex and detailed 
Form 990. You might ask whether the organization provided a copy of the 990 to all 
members of the governing body, but if the organization posts the 990 on its website it 
should not be necessary to also send a hard copy to members ofthe governing body, 

Part hY: 

In General: We agree with the elimination of exclusion codes and some ofthe detailed 

schedules now required. 

Line 13: We would like clarification as to whether Medicare Part D expense 
reimbursement (i.e., the subsidy for employers providing retiree health insurance) should 
be reported here, under Miscellaneous Revenue, or in some other location. We do not 
believe it is appropriate to report these revenues in Line 2a because they are not revenues 
received formedical services. 

Part V: 

Lines I and 2: We suggest that you clarify whether a fellowship paid to a university or 
other non-profit institution at which a selected awardee will be doing his or her research 
or studies is reportable as an individual grant or whether it would be considered an 
institutional grant. If the grantor controls the selection of the individual awardee, it 
would appear that this is an individual grant even though, for administrative purposes, 
payment is made to an institution, and that institution is then accountable to the grantor 
for use ofthe finds and is responsible for any tax reporting to the awardee. 

Line 3: The fonn itself says that this line is for grants and other assistance to 
governments, organizations, and individuals “outside the U.S.”. However, the 
instructions say that this line should include “grants or assistance to persons who are not 
citizens or residents of the U.S.”, implying that this line includes grants or assistance to, 
for instance, foreign students who are studying in the U.S. We believe that a grant in 
support ofa foreign student or researcher who has been lawfUlly admitted to study or do 
research in the U.S., where the grant will be disbursed within the U.S. for study or 
research at a U.S. institution, should not be considered a grant to an individual “outside 
the U.S.” and should not be reportable on Line 3. We ask that this be clarified in the 
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instructions for Line 3. Similarly, we ask that these grants be reportable on Schedule I 
rather than Schedule F. 

Lines 13 and 16: The additional guidance in the instructions regarding office and 
occupancy expenses is helpful. 

Line 14: If you retain this new category for Information Technology expenses, we 
suggest excluding from it the costs of developing new hardware or sofiware code as part 
of a programmatic activity (such as medical researchers writing algorithms to search 
genomic data). 

Part VI: 

Lines 4 through 7: We ask that as in Part II, Section A, the instructions for these lines 
clarify, consistent with Part Ii, Section A, that loans do not include advances made under 
accountable expense reimbursement plans for payment ofbusiness expenses. 

Part VII: 

Line 6: We recommend that you retain line 6a and move the questions on lines 6b-d into 
Schedule K. Lines 6b-d are very technical and do not seem to belong on a schedule titled 
“Statements Regarding General Activities”. Line 6d seems to already be reflected in 
column (h) of Part I of Schedule K. 

Line 11: This line asks if the organization has a written policy or procedure “to review 
the organization’s investments or participation in disregarded entities, joint ventures, or 
other affiliated organizations (exempt or non-exempt).” We recommend that this 
question be dropped. It should not be necessary for an organization to have a written 
policy or procedure specifically on this issue as these investments, like any others, should 
be regularly reviewed by those responsible for the organization’s investments, as a matter 
of good investment practice. 

Line 12: This line asks if the organization has a written policy that requires the 
organization to safeguard its exempt status with respect to its transactions and 
arrangements with related organizations. It should not be necessary for an organization 
to have a written policy or procedure specifically on this issue. Instead, safeguards for 
the maintenance of exempt status should be built into an organization’s review of all 
transactions and arrangements, not just those with related organizations. 

Part IX: 

Line 2: We ask that you delete the question regarding the organization’s “most 
significant program accomplishment”. For a large organization, it is very difficult to 
select one accomplishment as being the most significant in any period of time. We 
believe that to select one accomplishment out of an entire body ofwork is misleading and 
fails to properly credit those activities not highlighted. Also, in research, it is not possible 
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to know in the current year what findings will prove to be the most significant over the 
course of time; this is why, for example, Nobel Prizes in fields like chemistry and 
medicine are typically awarded for work done years, ifnot decades, before. 

Schedule D: 

Part XII, Endowment Funds: This should reference Form 990, Part VII, Line 16, not 

Form 990, Part VII, Line 6. 

Part XII, Endowment Funds: We suggest that you include a definition of “endowment 
fUnd” in the instructions, such as the definition used in the Uniform Management of 
Institutional Funds Act. 

Schedule F: 

Part I: HHMI, like many other large exempt organizations, invests assets worldwide. 
While we have no objection to disclosing the countries in which we have financial 
accounts, it would be administratively burdensome to require that investment expenses be 
allocated on a country by country basis. Investment decisions are typically made from 
the headquarters office in the U.S. and there is no reasonable basis for allocating 
expenses to specific investments, whether within or without the U.S. In addition, no 
meaningfUl information will result from the allocation of investment expenses on a 
country by country basis. We ask that Column (f) be limited to expenditures for non-
investment activities. 

Part II, Line 1, Column (a): You ask for the fill legal name of each foreign grantee 
organization. Please note that in many cases this will have to be transliterated into 
English from a foreign language that uses a different alphabet, so will not necessarilybe 
the full legal name that the organization uses. 

Part II, Line 1, Column (b): We ask that you not require grantmaking organizations to 
have to determine in all cases whether a foreign grantee organization has been recognized 
as exempt bythe IRS and the code section ofthe exemption. In particular, where a grant 
is made to a foreign organization and none ofthe grant finds will be used for activities in 
the United States, so that no tax reporting or withholding is required, it seems 
unnecessary to have to ask if the foreign grantee has been recognized as exempt by the 
IRS. 

Part II, Line I, Columns (e) and (f) and Part III, Columns (d) and (e): These columns 
require reporting of the amounts of cash grants and the manner of cash disbursement to 
foreign grantees. Please note that cash payments will not be the same as the amounts 
accrued, because ofthe FASB requirements that grants be recorded on an expense basis. 

Schedule I: 
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In General: As noted above in our comment on the Core Form, Part V. Line 3, we 
believe that a grant in support of a foreign student or researcher who has been lawfully 
admitted to study or do research in the U.S., where the grant will be disbursed to the 
grantee through a U.S. institution for study or research at such institution, should not be 
considered a grant to an individual outside the U.S. These are grants paid to a U.S. 
institution for study in the U.S. and we believe they should be reported on Schedule I 
rather than Schedule F. In addition, please note that we do not routinely gather 
information about the citizenship or residence of individual grantees and it would be 
burdensome to have to do so. The instructions say that the organization should make 
citizenship or residence determinations “based on its knowledge of the recipient’s status 
or from information readily available from which a reasonable determination can be 
made”; we are not certain that in all cases we will have knowledge ofa grantee’s status or 
readily available information about that status. 

Part I, Line 2a: This column appears to require HHMI to report any relationship that 
might exist between any HHlvll grantee (whether an individual or institution) and an 
HHMI officer, director, trustee, highly compensated employee or member of a selection 
committee. This is an incredibly broad question that would appear to require disclosure, 
for example, of any situation where a member of HHMI’s board is also a board member 
or employee of an institutional grantee, even though HHMI’s conflicts of interest policy 
for trustees provides that trustees will not participate in decisions to award grants to 
institutions with which they are affiliated. For example. since one of HHMI’s trustees is 
on the board of The Rockefeller University, this would require HHMi to list every grant 
made to Rockefeller even though the trustee had no involvement in HHMI’s decision to 
make the grant This question should be narrowed to exclude any grantmaking decisions 
of the organization in which the interested person did not participate. 

Part II, Column (d) and Part III, Column (c): These columns require reporting of the 
amounts of cash grants and the manner of cash disbursement to grantees in the U.S. 
Please note that cash payments will not he the same as the amounts accrued, because of 
the FASB requirements that grants he recorded on an expense basis. 

Schedule J: 

In General: As noted above in our comments on the Core Form, Part II, Section A and 
Section B Line IOa, we believe that information about compensation and other financial 
arrangements should be reported on a fiscal year rather than a calendar year basis, as 
fiscal year reporting ties into other compensation figures, is a better match with other 
revenue and expense figures, and \vill provide more current data. We ask that you allow 
reporting on Schedule J of supplemental compensation information on a fiscal year basis. 

In General: Because information about compensation paid directly by the organization is 
already reported in Part II of the Core FonTi, we ask that Schedule J include only 
payments from related organizations, and not payments from the organization itself 

7
 



Line 1, Column C: this form includes, in the definition of “deferred compensation,” 
annual bonuses attributable to the tax year but that are paid at the beginning of the 
following year. Since the W-2 amount in Column Bii will already include the annual 
bonus paid during the tax year on account of the prior year, the effect of this will be to 
artificially inflate the compensation of officers and key employees who receive annual 
bonuses. The payment ofbonuses at the beginning ofthe year for prior yearperformance 
is a common practice and so the overall effect of this reporting requirement will be to 
artificially inflate 990 compensation data that is reported to the public and that is relied 
on by other tax-exempt organizations and by compensation consultants for purposes of 
assessing the reasonableness of compensation for intermediate sanctions purposes. 
Column C should exclude annual bonuses paid during the next year from the definition of 
“deferred compensation.” 

Line 1, Columns (D) through (F): We ask that Column (D), Nontaxable Benefits, be 
eliminated. It would be extremely burdensome to try and assess the value of all fringe 
and other nontaxable benefits provided to officers, directors, trustees, key employees and 
other highly-compensated employees, and we do not believe it is necessary or helpfUl to 
try to include this information. Similarly, since an individual’s compensation clearly 
does not include business expenses reimbursed under an accountable plan, Column (E), 
Nontaxable Expense Reimbursements, should be eliminated. The concept of adding 
expense reimbursements to other items of compensation to arrive at Column (F) is 
fundamentally flawed and will produce a misleading picture of an individual’s 
compensation, particularly to readers who are not sophisticated about the concept of 
expense reimbursements. Although we see no reason to require reporting of business 
expenses reimbursed under an accountable plan, an alternative to eliminating such 
reporting would be to put it in a Column at the end of the table and to exclude these 
amounts from the “Total” column. 

Line 3: This line asks whether the organization paid for first-class travel, club dues, or 
use of personal residence. A yes or no answer to this question is not very helpful, since 
the answer would be yes even where the organization paid for one first-class trip for one 
officer. If you truly want this information reported, it would be better to break out the 
three items and ask separately about each, and also ask whether the organization 
“routinel/’ paid for the item. For example, the first question might be: “Did the 
organization routinely pay for first-class travel for persons listed in Form 990, Part 11
Section A?” Or, instead of a yes/no question, you might ask: “For how many of the 
persons listed in Form 990, Part 11-Section A did the organization pay for first-class 
travel?” 

Lines 4, 5 and 6: These lines ask whether the organization paid compensation 
determined by the revenues or net earnings ofthe organization or a related organization, 
or provided any other non-fixed payments. A yes or no answer is not particularly helpful 
here, since there is no indication ofhow many of the listed individuals received this type 
of compensation. HHMI, for example, pays bonuses to investment personnel who 
outperform their benchmarks, because this is a typical part of compensation for this type 
ofposition; but other listed persons would not receive any compensation determined by 
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revenues or income. However, because of the yes/no nature of the answer it would not he 
clear that this type ofcompensation is paid only to a limited subset of the persons listed 
in Form 990, Part TI- Section A. We suggest that instead of asking yes/no questions, you 
begin each of these questions with: “For how many of the persons listed in Form 990, 
Part 11-Section A did the organization 

Schedule K: 

Part Ill, Lines 3-5: These lines seem to take an oversimplified approach to the issue of 
private business use based on a research agreement. In particular, there seems to be an 
assumption that all research agreements outside the Rev. Proc. 97-14 safe harbor should 
automatically be treated as private business use, and that all use by an entity other than a 
SOl(cX3) or state or local government is automatically private business use regardless of 
the tenns of use. 

Schedule L: 

In General: We ask that as in Part II, Section A, the instructions for these lines recognize 
that loans do not include advances made under accountable expense reimbursement plans 
for payment of business expenses. 

Schedule R: 

In General: We do not believe that an organization that is a limited partner in a 
partnership should be considered to have “control” of the partnership, even if the 
organization has ownership of more than 50% of the profits or capital interest in the 
partnership. since by definition the role ofa limited partner is passive and non-controlling 
in nature. Organizations should not be considered to be related to partnerships in which 
they serve only as limited partners, regardless of the percentage ownership. If you still 
want to collect information about partnerships in which the organization is a limited 
partner, we suggest that you include a section on limited partner interests for this purpose. 
Please recognize that for large organizations, this will be a large amount ofinformation to 
report. 

Part Ill: We ask that IJBI not need to be reported here as it will be reported on Form 990
T, which is now a public document. 

Respectfully submitted, 
~c2v~~6J 

drant F. DeMeritte, CPA 
Tax Compliance Manager 
Howard Hughes Medical Institute 
4000 Jones Bridge Road 
Chevy Chase, MD 20815 
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From: Gartland, Heidi L. 

To: *TE/GE-EO-F990-Revision; 

CC: 

Subject: Form 990 Revision Comments 

Date: Thursday, September 13, 2007 7:50:58 PM 

Attachments: UH Form 990 Revision Comments 9-13-07.pdf 

Thank you for the opportunity to submit our comments. Please let me know if you 
have any questions. 

Heidi L. Gartland 
Vice President, Government Relations 
University Hospitals 
11100 Euclid Avenue, Mailstop RBC 6003 
Cleveland, Ohio 44106 
(216)844-3985 work 
(216)844-5179 fax 

heidi.gartland@uhhospitals.org 
www.uhhospitals.org 

Visit us at www.UHhospitals.org. 

The enclosed information is STRICTLY CONFIDENTIAL and is intended for the 
use of the addressee only. University Hospitals and its affiliates disclaim any 
responsibility for unauthorized disclosure of this information to anyone other than 
the addressee. 

Federal and Ohio law protect patient medical information, including 
psychiatric_disorders, (H.I.V) test results, A.I.Ds-related conditions, alcohol, and/ 
or drug_dependence or abuse disclosed in this email. Federal regulation (42 CFR 
Part 2) and Ohio Revised Code section 5122.31 and 3701.243 prohibit disclosure 
of this information without the specific written consent of the person to whom it 
pertains, or as otherwise permitted by law. 








































From: Karen Stickney 

To: *TE/GE-EO-F990-Revision; 

CC: 

Subject: 

Date: Thursday, September 13, 2007 5:44:50 PM 

Attachments: IRS 990 Letter 9 07.doc

 <<IRS 990 Letter 9 07.doc>> 

Karen Stickney 
Administrative Assistant/Medical Staff Coordinator 
St. John's Lutheran Hospital 
Libby, MT 59923 
406-293-0103 406-293-4428(fax) 
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		350 Louisiana Avenue


Libby, MT  59923


Phone:   (406) 293-0100
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September 11, 2007


By Electronic Filing


Internal Revenue Service


Form 990 Redesign, SE:T:EO


1111 Constitution Avenue, NW


Washington, D.C. 20224


RE: COMMENTS ON DRAFT REDESIGNED FORM 990 AND SCHEDULES


I appreciate the opportunity to submit comments on the draft redesigned Form 990. 


St. John’s Lutheran Hospital is a 25 bed Critical Access Hospital in Northwestern Montana. We are a private not-for-profit 501-c-3 operating entity and currently are required to complete the Form 990. It is with this in mind that I make my comments. 


St. John’s Lutheran Hospital provides community benefit report for our patients and community members.  This information is updated annually. Our community benefit reports provide the amount of detail which is practical for an organization of our size. We do not use the VHA or CHA programs because of their respective costs and lack of staff to complete the extensive data requirements.  


It is always difficult to make one solution “fit” all types of entities particularly hospitals. The critical access hospital program was designed to maintain access in rural and frontier parts of the United States. Critical Access Hospitals like St. John’s Lutheran Hospital struggle with cash flow and because of our environment probably are some of the most transparent hospitals in the United States. Therefore my areas of concern are identified by the following.


Probable Impacts of Proposed Form 990 on Teton Medical Center


· The proposed reporting requirements would impose an unreasonable burden on SJLH staff and financial resources to comply at the stated level. 


· Schedule H, which would require SJLH to quantify the community benefits we currently discuss would cost approximately $6000 in software and a .5 FTE of staff time we do not have available.  This is excessive expectation of resource use in this one area when our staff needs to be working on keeping current on CMS regulatory impacts.


To address our concerns, I concur with MHA and recommend that 


· CAHs be exempted from the community benefit reporting requirement or be required to report based upon metrics currently tracked which do not require specialized software to maintain. We use a simple Excel spreadsheet..


· The continued operation of St. John’s Lutheran Medical Center as a Critical Access Hospital should justify our community benefit and exempt SJLH from the IRS proposed community benefit reporting.


I agree with the following discussion of additional concerns by MHA:


The Definition of Community Benefit should include unpaid Medicare costs and bad debt. 


Providing medical treatment for the elderly and serving Medicare beneficiaries is an essential service provided by hospitals – regardless of the amount hospitals are paid for doing so. 


Medicare’s payments to hospitals do not cover the full cost of the care provided to Medicare beneficiaries. Nationwide, Medicare pays hospitals about 92 cents for every dollar of care they provide. MedPAC data substantiates the point that hospitals are losing money treating Medicare beneficiaries; MedPAC estimates that these losses are expected to grow in the future. 


Medicare pays CAH’s 101 percent of what it considers cost. However, Medicare excludes a number of costs; as a result, CAH’s are really paid only 90-95 percent of cost.  Unpaid Medicare costs amount to a subsidy hospitals provide to the Medicare program and are a substantial community benefit.  


Much of the bad debt incurred by hospitals is for care delivered to low-income, uninsured and underinsured patients, who, for whatever reason, decline to apply for financial assistance. We serve these patients regardless of their ability to pay – which certainly qualifies as a community benefit.


In a 2006 report, the Congressional Budget Office concluded that its study supports using uncompensated care (bad debt and charity care) as a measure of community benefits.


Collecting Pricing Data
The IRS wants to collect pricing information that is not relevant to the charitable purpose of a hospital.  The pricing matrix contained in Schedule H, Part II is unnecessary. Private pay pricing and discount information is proprietary. Disclosing it could give insurers a competitive advantage in negotiating contracts.


The data collected on a historical basis will serve no useful public function. The Form 990 is not an appropriate tool for the public to seek current pricing information about their health care. The Centers for Medicare and Medicaid Services is already working to post price and quality data on the Internet for common services. The effort by the IRS is redundant, at best. 


Since the Form 990 is collecting historical data, the pricing information is out-of-date. Consumers need access to pricing and quality information. But that data is best obtained directly from the medical providers being considered by the consumer.


If you would like additional details or have questions please contact me. I can be reached at 406-293-0177


Sincerely,


William D. Patten, Jr., MA, BS, MT(ASCP)   


Chief Executive Officer
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350 Louisiana Avenue 
Libby, MT  59923 
Phone: (406) 293-0100 
FAX: (406) 293-4428 

September 11, 2007 

By Electronic Filing 

Internal Revenue Service 
Form 990 Redesign, SE:T:EO 
1111 Constitution Avenue, NW 
Washington, D.C. 20224 

RE: COMMENTS ON DRAFT REDESIGNED FORM 990 AND SCHEDULES 

I appreciate the opportunity to submit comments on the draft redesigned Form 990.  

St. John’s Lutheran Hospital is a 25 bed Critical Access Hospital in Northwestern 
Montana. We are a private not-for-profit 501-c-3 operating entity and currently are 
required to complete the Form 990. It is with this in mind that I make my comments.  

St. John’s Lutheran Hospital provides community benefit report for our patients and 
community members. This information is updated annually. Our community benefit 
reports provide the amount of detail which is practical for an organization of our size. We 
do not use the VHA or CHA programs because of their respective costs and lack of staff 
to complete the extensive data requirements.   

It is always difficult to make one solution “fit” all types of entities particularly hospitals. 
The critical access hospital program was designed to maintain access in rural and frontier 
parts of the United States. Critical Access Hospitals like St. John’s Lutheran Hospital 
struggle with cash flow and because of our environment probably are some of the most 
transparent hospitals in the United States. Therefore my areas of concern are identified 
by the following. 

Probable Impacts of Proposed Form 990 on Teton Medical Center 

•	 The proposed reporting requirements would impose an unreasonable burden 
on SJLH staff and financial resources to comply at the stated level. 

•	 Schedule H, which would require SJLH to quantify the community benefits we 
currently discuss would cost approximately $6000 in software and a .5 FTE of 
staff time we do not have available.  This is excessive expectation of resource 
use in this one area when our staff needs to be working on keeping current on 
CMS regulatory impacts. 

SJLH IRS 990 




To address our concerns, I concur with MHA and recommend that  

•	 CAHs be exempted from the community benefit reporting requirement or be 
required to report based upon metrics currently tracked which do not require 
specialized software to maintain. We use a simple Excel spreadsheet.. 

•	 The continued operation of St. John’s Lutheran Medical Center as a Critical 
Access Hospital should justify our community benefit and exempt SJLH from 
the IRS proposed community benefit reporting. 

I agree with the following discussion of additional concerns by MHA: 

The Definition of Community Benefit should include unpaid Medicare costs and 
bad debt. 
Providing medical treatment for the elderly and serving Medicare beneficiaries is an 
essential service provided by hospitals – regardless of the amount hospitals are paid for 
doing so. 

Medicare’s payments to hospitals do not cover the full cost of the care provided to 
Medicare beneficiaries. Nationwide, Medicare pays hospitals about 92 cents for every 
dollar of care they provide. MedPAC data substantiates the point that hospitals are losing 
money treating Medicare beneficiaries; MedPAC estimates that these losses are 
expected to grow in the future. 

Medicare pays CAH’s 101 percent of what it considers cost. However, Medicare excludes 
a number of costs; as a result, CAH’s are really paid only 90-95 percent of cost.  Unpaid 
Medicare costs amount to a subsidy hospitals provide to the Medicare program and are a 
substantial community benefit. 

Much of the bad debt incurred by hospitals is for care delivered to low-income, uninsured 
and underinsured patients, who, for whatever reason, decline to apply for financial 
assistance. We serve these patients regardless of their ability to pay – which certainly 
qualifies as a community benefit. 

In a 2006 report, the Congressional Budget Office concluded that its study supports using 
uncompensated care (bad debt and charity care) as a measure of community benefits. 

Collecting Pricing Data 
The IRS wants to collect pricing information that is not relevant to the charitable purpose 
of a hospital. The pricing matrix contained in Schedule H, Part II is unnecessary. Private 
pay pricing and discount information is proprietary. Disclosing it could give insurers a 
competitive advantage in negotiating contracts. 

The data collected on a historical basis will serve no useful public function. The Form 990 
is not an appropriate tool for the public to seek current pricing information about their 
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health care. The Centers for Medicare and Medicaid Services is already working to post 
price and quality data on the Internet for common services. The effort by the IRS is 
redundant, at best. 

Since the Form 990 is collecting historical data, the pricing information is out-of-date. 
Consumers need access to pricing and quality information. But that data is best obtained 
directly from the medical providers being considered by the consumer. 

If you would like additional details or have questions please contact me. I can be reached 
at 406-293-0177 

Sincerely, 

William D. Patten, Jr., MA, BS, MT(ASCP)    
Chief Executive Officer 
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From: Jim Daniel 

To: *TE/GE-EO-F990-Revision; 

CC: 

Subject: Comments on Proposed Form 990 and Schedules 

Date: Thursday, September 13, 2007 4:52:54 PM 

Attachments: 20070913165040996.pdf 
image001.jpg 

Please see the attached sent on behalf of Jim Daniel. 

Sincerely, 

Malissa J. C. Mallory
 
Hancock, Daniel, Johnson & Nagle, P.C. 

P.O. Box 72050 
Richmond, Virginia 23255-2050 
Phone: 804.967.9604, Ext. 473 
Facsimile: 804.967.9888 
mmallory@hdjn.com 

www.hdjn.com 

This is a transmission from the law firm of Hancock, Daniel, Johnson & Nagle, P.C. The information contained in 
this e-mail message is intended only for the personal and confidential use of the recipient(s) named above. This 
message may be an attorney-client communication and as such is privileged, confidential, and protected by the 
attorney-client or attorney work product privileges. If the reader of this message is not the intended recipient or 
an agent responsible for delivering it to the intended recipient, you are hereby notified that you are prohibited 
from reading this communication and that any disclosure, use, review, dissemination, distribution, or copying of 
this message is strictly prohibited. If you have received this message in error, please notify us immediately by e-
mail or by telephone at (804) 967-9604, and delete the original message. 





























From: Jennifer Diede 

To: *TE/GE-EO-F990-Revision; 

CC: 

Subject: Form 990 Revision Feedback 

Date: Thursday, September 13, 2007 3:16:28 PM 

Attachments: Form 990 Response Letter.doc 
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Dahl Memorial Healthcare Association

P.O. Box 46, Ekalaka, MT 59324, Tel: (406) 775-8739

“Professional Healthcare with Western Hospitality”




September 13, 2007


By Electronic Filing


Internal Revenue Service


Form 990 Redesign, SE:T:EO


1111 Constitution Avenue, NW


Washington, D.C. 20224


RE: COMMENTS ON DRAFT REDESIGNED FORM 990 AND SCHEDULES


We appreciate the opportunity to submit feedback on the redesigned Form 990.


Dahl Memorial Healthcare Association is an 8 bed frontier Critical Access Hospital with a 23 bed Skilled Nursing Facility and a Rural Health Care Clinic operated in a combined facility model.  Dahl Memorial is a private non-profit facility.  We also have a 501 c-3 operating status.  Therefore the changes that the redesign will require could become quite a financial burden to a facility of our size and structure.


Dahl Memorial Healthcare Association provides community benefit reports as part of our annual meeting each September.  The community benefit reports provide the amount of detail that is practical for the design and size of our organization.  We do not use the VHA or CHA programs because of their respective costs and lack of staff to complete the extensive data requirements.  As a tax supported entity with all of our Board Meetings open to the public, transparency is really not an issue for Dahl Memorial.


It is a difficult assignment to produce one solution for such a diverse group of entities particularly hospitals.  The Critical Access Hospital Program was designed to maintain access in rural and frontier parts of the United States.  Critical Access Hospitals like Dahl Memorial Healthcare Association struggle with cash flow, finding future employees and the ability to remain open because of the nature of our environment.  Frontier healthcare organizations are probably some of the most transparent hospitals in the United States.  Therefore that designation alone should relieve Critical Access Hospitals from the reporting requirements in the redesign of Form 990.  That is especially true at Dahl Memorial where our pricing is as much as 35% below other area hospitals on the prospective payment system (PPS).  Our areas of concern are identified in the following information.









September 13, 2007


Probable Impacts of Proposed Form 990 on Dahl Memorial Healthcare

· The proposed reporting requirements would impose an unreasonable burden on DMHA staff and financial resources to comply at the stated level. 


· Schedule H which would require DMHA to quantify the community benefits we currently discuss would cost approximately $6000 in software and a .5 FTE of staff time we do not have available.  This is excessive expectation of resource use in this one area when our staff needs to be working on keeping current on CMS regulatory impacts.

To address our concerns, I concur with MHA and recommend that 


· CAH’s be exempted from the community benefit reporting requirement or be required to report based upon metrics currently tracked which do not require specialized software to maintain. We use a simple Excel spreadsheet.

· The continued operation of Dahl Memorial Healthcare Association as a Critical Access Hospital should justify our community benefit and exempt Dahl Memorial Healthcare from the IRS proposed community benefit reporting.

I agree with the following discussion of additional concerns by MHA:

The Definition of Community Benefit should include unpaid Medicare costs and bad debt. 


Providing medical treatment for the elderly and serving Medicare beneficiaries is an essential service provided by hospitals – regardless of the amount hospitals are paid for doing so. 


Medicare’s payments to hospitals do not cover the full cost of the care provided to Medicare beneficiaries. Nationwide, Medicare pays hospitals about 92 cents for every dollar of care they provide. MedPAC data substantiate the point that hospitals are losing money treating Medicare beneficiaries; MedPAC estimates that these losses are expected to grow in the future. 


Medicare pays CAH’s 101 percent of what it considers cost. However, Medicare excludes a number of costs; as a result, CAH’s are really paid only 90-95 percent of cost.  Unpaid Medicare costs amount to a subsidy hospitals provide to the Medicare program and are a substantial community benefit.  


                                                                    September 13, 2007

Much of the bad debt incurred by hospitals is for care delivered to low-income, uninsured and underinsured patients, who, for whatever reason; decline to apply for financial assistance. We serve these patients regardless of their ability to pay – which certainly qualifies as a community benefit.


In a 2006 report, the Congressional Budget Office concluded that its study supports using uncompensated care (bad debt and charity care) as a measure of community benefits.


Collecting Pricing Data
The IRS wants to collect pricing information that is not relevant to the charitable purpose of a hospital.  The pricing matrix contained in Schedule H, Part II is unnecessary. Private pay pricing and discount information is proprietary. Disclosing it could give insurers a competitive advantage in negotiating contracts.


The data collected on a historical basis will serve no useful public function. The Form 990 is not an appropriate tool for the public to seek current pricing information about their health care. The Centers for Medicare and Medicaid Services is already working to post price and quality data on the Internet for common services. The effort by the IRS is redundant, at best. 


Since the Form 990 is collecting historical data, the pricing information is out-of-date. Consumers need access to pricing and quality information. But that data is best obtained directly from the medical providers being considered by the consumer.


If you would like additional details or have questions please contact Nadine Elmore, CEO, or myself at the number given below. Thank you for your time and the opportunity to submit feedback on this project.

Sincerely,


Jennifer A. Diede


CFO


Dahl Memorial Healthcare Association


406.775.8739


PAGE  
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Our mission is to improve the lives and health of our community through comprehensive services provided in a professional and dedicated atmosphere of compassion.




[image: image2.wmf] 


_1064235416.wmf

 






Dahl Memorial Healthcare Association 
P.O. Box 46, Ekalaka, MT 59324, Tel: (406) 775-8739 

“Professional Healthcare with Western Hospitality” 

September 13, 2007 

By Electronic Filing 

Internal Revenue Service 
Form 990 Redesign, SE:T:EO 
1111 Constitution Avenue, NW 
Washington, D.C. 20224 

RE: COMMENTS ON DRAFT REDESIGNED FORM 990 AND SCHEDULES 

We appreciate the opportunity to submit feedback on the redesigned Form 990. 

Dahl Memorial Healthcare Association is an 8 bed frontier Critical Access 
Hospital with a 23 bed Skilled Nursing Facility and a Rural Health Care Clinic 
operated in a combined facility model.  Dahl Memorial is a private non-profit 
facility. We also have a 501 c-3 operating status.  Therefore the changes that 
the redesign will require could become quite a financial burden to a facility of our 
size and structure. 

Dahl Memorial Healthcare Association provides community benefit reports as 
part of our annual meeting each September.  The community benefit reports 
provide the amount of detail that is practical for the design and size of our 
organization. We do not use the VHA or CHA programs because of their 
respective costs and lack of staff to complete the extensive data requirements.  
As a tax supported entity with all of our Board Meetings open to the public, 
transparency is really not an issue for Dahl Memorial. 

It is a difficult assignment to produce one solution for such a diverse group of 
entities particularly hospitals. The Critical Access Hospital Program was 
designed to maintain access in rural and frontier parts of the United States.  
Critical Access Hospitals like Dahl Memorial Healthcare Association struggle with 
cash flow, finding future employees and the ability to remain open because of the 
nature of our environment. Frontier healthcare organizations are probably some 
of the most transparent hospitals in the United States. Therefore that 
designation alone should relieve Critical Access Hospitals from the reporting 
requirements in the redesign of Form 990.  That is especially true at Dahl 
Memorial where our pricing is as much as 35% below other area hospitals on the 
prospective payment system (PPS).  Our areas of concern are identified in the 
following information. 

Our mission is to improve the lives and health of our community through 
comprehensive services provided in a professional and dedicated atmosphere of 

compassion. 
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Dahl Memorial Healthcare Association 
P.O. Box 46, Ekalaka, MT 59324, Tel: (406) 775-8739 

“Professional Healthcare with Western Hospitality” 

       September 13, 2007 

Probable Impacts of Proposed Form 990 on Dahl Memorial Healthcare 

•	 The proposed reporting requirements would impose an unreasonable 
burden on DMHA staff and financial resources to comply at the stated 
level. 

•	 Schedule H which would require DMHA to quantify the community 
benefits we currently discuss would cost approximately $6000 in 
software and a .5 FTE of staff time we do not have available.  This is 
excessive expectation of resource use in this one area when our staff 
needs to be working on keeping current on CMS regulatory impacts. 

To address our concerns, I concur with MHA and recommend that  

•	 CAH’s be exempted from the community benefit reporting requirement 
or be required to report based upon metrics currently tracked which do 
not require specialized software to maintain. We use a simple Excel 
spreadsheet. 

•	 The continued operation of Dahl Memorial Healthcare Association as a 
Critical Access Hospital should justify our community benefit and 
exempt Dahl Memorial Healthcare from the IRS proposed community 
benefit reporting. 

I agree with the following discussion of additional concerns by MHA: 

The Definition of Community Benefit should include unpaid Medicare costs 
and bad debt. 
Providing medical treatment for the elderly and serving Medicare beneficiaries is 
an essential service provided by hospitals – regardless of the amount hospitals 
are paid for doing so. 

Medicare’s payments to hospitals do not cover the full cost of the care provided 
to Medicare beneficiaries. Nationwide, Medicare pays hospitals about 92 cents 
for every dollar of care they provide. MedPAC data substantiate the point that 
hospitals are losing money treating Medicare beneficiaries; MedPAC estimates 
that these losses are expected to grow in the future.  

Medicare pays CAH’s 101 percent of what it considers cost. However, Medicare 
excludes a number of costs; as a result, CAH’s are really paid only 90-95 percent 
of cost. Unpaid Medicare costs amount to a subsidy hospitals provide to the 
Medicare program and are a substantial community benefit.   

Our mission is to improve the lives and health of our community through 
comprehensive services provided in a professional and dedicated atmosphere of 

compassion. 
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Dahl Memorial Healthcare Association 
P.O. Box 46, Ekalaka, MT 59324, Tel: (406) 775-8739 

“Professional Healthcare with Western Hospitality” 

September 13, 2007 

Much of the bad debt incurred by hospitals is for care delivered to low-income, 
uninsured and underinsured patients, who, for whatever reason; decline to apply 
for financial assistance. We serve these patients regardless of their ability to pay 
– which certainly qualifies as a community benefit. 

In a 2006 report, the Congressional Budget Office concluded that its study 
supports using uncompensated care (bad debt and charity care) as a measure of 
community benefits. 

Collecting Pricing Data 
The IRS wants to collect pricing information that is not relevant to the charitable 
purpose of a hospital. The pricing matrix contained in Schedule H, Part II is 
unnecessary. Private pay pricing and discount information is proprietary. 
Disclosing it could give insurers a competitive advantage in negotiating contracts. 

The data collected on a historical basis will serve no useful public function. The 
Form 990 is not an appropriate tool for the public to seek current pricing 
information about their health care. The Centers for Medicare and Medicaid 
Services is already working to post price and quality data on the Internet for 
common services. The effort by the IRS is redundant, at best.  

Since the Form 990 is collecting historical data, the pricing information is out-of-
date. Consumers need access to pricing and quality information. But that data is 
best obtained directly from the medical providers being considered by the 
consumer. 

If you would like additional details or have questions please contact Nadine 
Elmore, CEO, or myself at the number given below. Thank you for your time and 
the opportunity to submit feedback on this project. 

Sincerely, 

Jennifer A. Diede 
CFO 
Dahl Memorial Healthcare Association 
406.775.8739 

Our mission is to improve the lives and health of our community through 
comprehensive services provided in a professional and dedicated atmosphere of 

compassion. 
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From: Melissa Speck
 

To: *TE/GE-EO-F990-Revision; 


CC: 

Subject: Comments on Draft Redesign of Form 990 and Schedules 

Date: Thursday, September 13, 2007 2:23:52 PM 

Attachments: September 14 final comment ltr to IRS.doc 

Please find attached the Hospital and Healthsystem Association of Pennsylvania's 
comments on the draft redesign of Form 990 and schedules. 

HAP appreciates the opportunity to comment on the Internal Revenue Service’s 
Redesigned Form 990 draft. While we applaud your efforts in developing a new Form 
990, which has not been revised since 1979, we have significant concerns about the draft 
redesign. These concerns include the aggressive implementation date and filing 
deadlines, as well as the additional cost and burden that will result from the proposed 
expansion of reporting requirements for the hospitals as well as our own association. 

Thank you in advance for consideration of our comments and recommendations. Should 
you have further questions, please contact Tina Latin-True, Vice President and Controller 
at (717) 561-5311 or 
Melissa Speck, Director, Policy Development at (717) 561-5356. 

Melissa N. Speck 
Director, Policy Development, HAP 
(717)561-5356 Office 
(717)512-5275 Blackberry 

This email message and any files transmitted with it are intended for the use of the 
individual or entity to which they are addressed and may contain information that is 
privileged, proprietary, and confidential. If you are not the intended recipient, you may 
not use, copy, or disclose to anyone the message or information contained in the 
message. If you have received this communication in error, please notify the sender and 
delete this email message. 
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September 13, 2007


Internal Revenue Service


Form 990 Redesign, SE:T: EO


1111 Constitution Avenue, NW


Washington, D.C. 20224


RE: Comments on Draft  Redesigned Form 990 and Schedules

To Whom It May Concern: 


On behalf of Pennsylvania’s 225 hospitals and health care systems, The Hospital & Healthsystem Association of Pennsylvania (HAP) welcomes the opportunity to comment on the Internal Revenue Service’s Redesigned Form 990 draft. While we applaud your efforts in developing a new Form 990, which has not been revised since 1979, we have significant concerns about the draft redesign. These concerns include the aggressive implementation date and filing deadlines, as well as the additional cost and burden that will result from the proposed expansion of reporting requirements for the hospitals as well as our own association. Please note that more technical comments on the core form and its various schedules are attached.  Obviously, of particular concern is the Proposed Schedule H, which our member hospitals and health systems would be required to file.



Our concerns can be summarized as follows:


· The filing deadline is far too short and should be extended to tax year 2010 for Form 990 and all schedules.

· Additional resources/time will be needed in order to complete the Redesigned Form 990 and the various schedules for our member’s hospitals as well as the association itself.


· Form 990 and other schedules have numerous questions that require substantial revisions or clarification to ensure that the goals the IRS set for itself can be achieved (reduce burden on filing organization, promote tax compliance and enhance transparency).


· Schedule H does not recognize the full value of community benefit provided by hospitals and schedule K would require significant resources to compile the information required to be reported.



We appreciate the opportunity to comment on the redesigned Form 990 and related schedules, and thank you in advance for consideration of our comments and recommendations. Should you have further questions, please contact Tina Latin-True, Vice President and Controller at 


(717) 561-5311 or Melissa Speck, Director, Policy Development at (717) 561-5356.



Sincerely,


[image: image2.png]

CAROLYN F. SCANLAN
President & Chief Executive Officer


Attachment


The Hospital & Healthsystem Association of Pennsylvania (HAP)


 Detailed Comments on IRS Redesigned Form 990 and Schedules


Scheduled implementation date and filing deadlines 


It is important to recognize that the new Proposed Schedule H and other newer expanded disclosures will require significant reconfiguration of existing financial and data record-keeping systems for hospitals.  These system changes are critical to ensuring that the appropriate data is captured for accurate completion of the new Schedule H, and in particular for the Part I Community Benefit Report. 



The aggressive timeline proposed for implementation of the redesigned Form 990 would require that hospitals begin data collection and record-keeping effective January 1, 2008.  That timeline is unrealistic, especially given the fact that the IRS does not anticipate finalizing instructions, definitions, and worksheets needed to collect the data until mid-2008.  Without the requisite instructions, all institutions will find it difficult to compile information in a correct and timely manner. 



HAP strongly encourages the IRS to delay implementation of the Proposed Schedule H to allow for appropriate modifications and development of systems necessary to capture the required financial information.  It is recommended that implementation of revised forms be made in 2010, which would allow for the requisite systems changes subsequent to the finalization of instructions, definitions, and worksheets to enable appropriate capture of the requisite data. 

With respect to the current tax-exempt filing deadlines that are in place, there is significant concern that tax-exempt entities will need to file an extension request annually in order to accurately complete not only the core Form 990, but all of the additional schedules (and the various worksheets) that have been added, even if the IRS were to delay the implementation of Schedule H.  This seemingly conflicts with the intent of the IRS to reduce reporting burden on filing organizations. 



Impact of proposed expansion of reporting requirements 


The Proposed Schedule H includes many components that are either not related to the hospital demonstrating community benefit, or are related to information already provided in other parts of the Form 990.  It should be noted that the detailed information requested on charity care is already provided in Part I of Schedule H, thus resulting in duplicative reporting.  Finally, information related to the hospital’s revenues and Medicare and Medicaid payments is also already included in the Form 990. 



Additionally, the proposed chart on Schedule H, Part II, that relates to billing has no impact on being able to determine whether a hospital has met the community benefit standard.  In addition, the chart will impose a significant burden on the hospital with respect to the amount of information and the required personnel resources that will be needed to complete the schedule. 



It is important to recognize the need for a balanced approach related to the level of information proposed to be collected, and ultimately, the relevancy of such information.  As stated above, the adoption of the redesigned Form 990 and related schedules will require additional administrative resources to assist in preparation and documentation of these schedules. 



An unintended consequence of hospitals having to redirect resources to administrative compliance activities will be the reduction of resources available to carry out their core missions of caring for those in their community. HAP does not believe that was the intent of this effort. 


The Core Form and Schedules Need Substantial Revisions

Below is our initial list of comments on the core form and other schedules.  Many large hospitals and hospital systems will need to fill out as many as 14 schedules, and most will have to fill out at least 8-10.  This is an enormous, expensive and time-consuming undertaking for tax-exempt hospitals in Pennsylvania, as well as for ourselves as a not-for-profit trade association which represents hospitals.


Significant revisions and refinements must be made to the core form, schedules and instructions (e.g., the draft Form 990 asks for information concerning materiality and substantiality of certain matters without providing clear guidance or objective criteria).  It is recommended that objective standards be included in the instructions.



We think it is critical that exempt organizations be given an opportunity to review the revised set of forms, schedules and instructions in their entirety, with another 90-day review period following the re-draft.  The IRS should release the second draft with instructions in 2008, and provide another 90-day review period, with a final form release by December 31, 2008.



It would be a disservice to the entire tax-exempt sector(hospitals in particular(to undertake the first major overhaul of the Form 990 in 25 years without adequate time for review and input. A rushed implementation schedule will inevitably require revisions and modifications that will be costly both to exempt organizations and the IRS, and thus will not result in the desired transparency or reduction of administrative burden.



1. Core Form



• The IRS asked for comments on whether “the IRS should preclude group rulings.”  We understand this request was intended to elicit comments on whether hospitals and other organizations that have a “group exemption” should continue to be allowed to file a group return. Some hospital systems have received group exemptions.  If group returns are eliminated, this would result in a significant burden that subverts the underlying group exemption.


• Part I (Summary), Line 6 requires an organization to enter the number of individuals receiving compensation in excess of $100,000.  This question provides information of limited use to the IRS since large health care organizations will likely have a larger number of professionals receiving such compensation and small organizations will likely have a smaller number.


• Part I (Summary), Line 7 requires an organization to enter the highest compensation amount reported on Part II, Section A (relating to reportable compensation paid to officers, directors, trustees, key employees, highly compensated employees and independent contractors).  Requiring disclosure of the highest compensation amount paid on the summary page of the core form could mislead viewers when read outside of the context of the fuller disclosure required in Part II and Schedule J.


• Part I, Lines 8a and 8b require an organization to calculate total officer, director, trustee and other key employee compensation and then to calculate a percentage by comparing total executive compensation to total program expenses.  This comparison metric provides a misleading picture of an organization’s operations and should be eliminated from the form.


• Part I, Lines 19a and 19b require an organization to calculate fundraising expenses as a percentage of total contributions and grants.  This percentage does not provide helpful information about an organization’s operations.  Notwithstanding its limited use, organizations should be given an opportunity to explain this percentage.


• Part I, Line 24b requires an organization to calculate total expenses as a percentage of net assets.  This percentage is not helpful to understanding an organization’s overall operations.


• Part II (Compensation and Other Financial Arrangements with Officers, Directors, Trustees, Key Employees, Highly Compensated Employees, and Independent Contractors), Section A requires information on key employees, which term is defined in part based on the disqualified person concept from the Section 4958 intermediate sanction regulations to include a “person who manages a discrete segment or activity of the organization that represents a substantial part of the activities, assets, income or expenses of the organization, as compared to the organization as a whole.”  Consideration should be given to defining “substantial part” or including examples in the instructions or glossary to help large organizations determine employees who would fall under the broadened definition. Hospitals could have hundreds of “key employees” if this


definition is not clear.


• Part II, Section A requires an organization to list the city and state of residence of each person required to be listed publicly (officers, directors, trustees and key employees).  For hospitals and heath care organizations in rural areas in particular, providing this information could be tantamount to providing an individual’s home address.  The filing organization should be allowed to list the organization’s address as opposed to the individual’s home addresses, since their service is related to the organization not as an individual.


• Part II, Section A requires an organization to include reportable compensation from “related organizations” for purposes of reporting the compensation of former (within the last five years) directors, trustees, officers and key employees or highest compensated employees. It seems overly burdensome for a large filing organization to be required to track all former directors, trustees, officers, key employees or highest compensated employees over a five-year period when they have had no need to do so in the past.  Combining this requirement with a need to survey all related organizations to determine whether any individual in this group is being paid compensation by such related organization requires efforts beyond the value the information would provide.  Information on former directors, trustees, officers, key employees or highest


compensated employees should look to current year only.


• Part II, Section A requires an organization to use the compensation figures as reported on Forms W-2 or 1099. For hospitals whose tax year is not the calendar year, Forms W-2 and 1099 reporting will result in compensation data that is much more dated than the compensation data currently required.  For example, if a hospital’s fiscal year ends on June 30, the hospital would file its return on November 15, with compensation data as of December 31 of the prior year.


• Part II, Section B, Lines 5a-f require an organization to report the family and business relationships of officers, directors, trustees or key employees during a five-year look back period.  Hospital and health care organizations often have boards of directors with as many as 30 members, and hundreds of contracts.  The collection and maintenance of documentation required to respond to these questions will create excessive new burdens for organizations, especially for organizations with large boards of directors.  Moreover, the instructions should clarify the duties of organizations to collect such information going forward.


• Part II, Section B, Line 9 requires an organization to report whether any persons listed in Part A receive compensation from any source other than the filing organization or a related organization for services rendered to the organization. In its current form, this question requires organizations to have or acquire access to information that they may not otherwise have.  This question should be clarified to address the extent to which an organization is required to seek information regarding such compensation arrangements.  Also, if a listed person owns a company that is paid reasonable compensation to perform services, but the person does not receive any payment other than in his capacity as owner of the organization, what amount, if any, gets reported?


• Part III (Statements Regarding Governance, Management, and Financial Reporting), Line 2 requires an organization to report any significant changes to its organizing or governing documents.  The IRS should clarify that this question would only cover changes to articles of incorporation and bylaws and not other policies of the organization.


• Part III, Line 3b requires an organization to report the number of “transactions” the organization reviewed under its conflict of interest policy.  The instructions or glossary should be revised to include a definition for “transactions.”  Because responding with a zero or a very high number would create a misleadingly negative connotation, and because any numerical response will have a different meaning depending on the organization and its policy, the question should be revised to ask whether the organization engaged in any transactions that were subject to the policy but were not reviewed under the policy.


• Part III, Line 10 asks whether an organization’s governing body reviewed the Form 990 before it was filed.  This requirement is overly burdensome, particularly for large hospital systems, which may have dozens of hospitals and related entities for which returns are being filed.  The draft form does not provide a definition of “review,” which should be added to the instructions or glossary. It is unclear whether an organization can simply provide the Form 990 to its governing body or whether it needs to receive some kind of certification that each member of its governing body has in fact reviewed the form.  The instructions should clarify that review by the finance or an equivalent committee of an organization’s governing body or the governing body of its parent organization is sufficient if the governing body delegates this function.  In clarifying what is meant by “review,” the IRS also should consider that boards of directors of public companies are


not required to review or certify tax filings under the Sarbanes-Oxley Act.  
• Part III, Line 11 asks an organization to indicate where documents are made available to


the public.  There is no explanation for why this is being asked.


•  In addition, IRS should consider providing a disclaimer on the core form that states that some of the items noted are not legally required, but are commonly accepted practices and are not necessarily appropriate or applicable for every organization. 
• Part IV (Statements Regarding General Activities), Line 1d requires an organization to report the total amount of contributions received from related organizations.  The instructions include as examples of related organizations, “a parent organization or affiliates at the local, state, or regional level.”  The example is confusing and the instructions should instead use the definition of related organizations from the glossary.  Moreover, it is unclear whether all payments to related organizations (except for payments that clearly belong under membership dues, rentals, or sales) should be treated as contributions since there is no corresponding line item under “program service revenue” or “other revenue.”


• Part IV, Lines 2a – 2g require an organization to enter a corresponding business code from the Codes for Unrelated Business Activity from the 2006 Instructions for Form 990-T for the various line items of “program service revenue.”  The business codes on 990-T are not broad enough to reflect accurately program service revenue.


• Part IV, Line 1c requires an organization to report contributions from fundraising events. Although the instructions use an example to show that gross income from other than contributions is to be reported on Line 11a, a reference at Line 1c to such amounts reported on Line 11a would be helpful.


• Part V (Statement of Functional Expense), Line 3 requires an organization to report expenses associated with grants and other assistance to governments, organizations, and individuals outside of the U.S.  This question does not provide a reference to Schedule F or the threshold for filing Schedule F.  These references should be added.


• Part VII (Statements Regarding General Activities), Line 6a requires an organization to report whether it had any tax-exempt bonds outstanding at any time during the year.  The instructions should clarify whether this question is intended to encompass bond financing where the 501(c)(3) organization is not the issuer of the bonds but rather the borrower of proceeds of government-issued bonds.


• Part VII, Lines 8a (and the applicable instructions) requires an organization to report whether it conducted all or a substantial part of its exempt activities through or using a partnership, LLC or corporation and the aggregate exempt activities conducted through or by such entities involved a substantial portion of the organization’s capital expenditures or operating budget, or a discrete segment or activities of the organization that represent a substantial portion of the organization’s assets, income, or expenses as compared to the organization as a whole. Neither the instructions nor the glossary provide a definition, percentage or amount for the term “substantial.”  It is also unclear whether Lines 8a-8c would apply to passive investments of endowment or reserve funds in partnerships or publicly traded corporations.


• Part VII, Lines 11 and 12 require an organization to report whether it has a written policy or procedure for reviewing the organization’s investments and safeguarding its exempt status with respect to transactions and arrangements with related organizations. To the extent the IRS intends to develop sample written policies, IRS should solicit input from members of the tax-exempt sector with respect to the content and form of such written policies.


• Part IX (Statement of Program Service Accomplishments), Lines 3a – 3c require an organization to describe its exempt purpose achievements for each of its three largest program services.  This question should be moved to Part I of the form, as it is a key question. Organizations should be allowed as much additional space as necessary to describe more than three key activities. As drafted, 3d also directs organizations to attach a schedule listing other program services.


2. Schedule A (Supplementary Information for Organizations Exempt Under Section 501(c)(3))


• Part 1, Line 11f requires an organization to respond whether it has a “written determination from the IRS that it is a Type I, II or III supporting organization.”  Since most supporting organizations do not have written determinations from the IRS, the question as written is misleading and unfair because the IRS did not actually issue such determinations until this year. The question should allow an IRS determination or “a written opinion of counsel.” 


• Part 1, Line 11h, column (vii) requires an organization to report the amount of monetary support provided by the supporting organization to the supported organization(s).  This question disadvantages supporting organizations such as parent holding companies within a health care system that do not pay out monetary grants or other support payments because they are functionally integrated or otherwise undertake activities in support of their supported organizations.  The question should be revised to include the value of non-monetary support.



3. Schedule C (Political Campaign and Lobbying Activities)


•  Much of the information requested by the IRS on schedule C is already reported to the Federal Election Commission (FEC) and to the IRS on Form 8872 – Political Organizations Report of Contributions and Expenditures.  This form follows the FEC’s reporting schedule, and, therefore is duplicative.  
•  The IRS also requires an estimate of volunteer hours on political activities.  Additional clarification may be required to limit an association’s responsibility to report activities of its board members that are conducting these activities on their own time and not on the organization’s behalf.
•  Of major concern is the combining of political campaign and lobbying activities on one form.  Political campaign work is prohibited for 501(c)(3) organizations, while lobbying activities are permitted.  By combining these activities on the same Schedule H can cause confusion and misinterpretation.


• Part II-B requires reporting by an exempt organization, including reporting on (b) paid staff or management and for (h) seminars, conventions, speeches, lectures or any other means.  It is not clear precisely what the IRS is attempting to capture under (h) and why the category needs to be so broad.  Also, instead of asking for precise amounts, the IRS should ask for a range of hours, number of employees or other proxies for amounts that would provide the IRS with useful information while making the category less burdensome.
 
4. Schedule D (Supplemental Financial Statements)


• Parts I and III: Passive investments should be excluded from this schedule, and the listing of securities individually is extremely burdensome.


• Part VII (Other Liabilities) requires organizations to describe and list the book value of any other liabilities, including federal income tax liabilities, not reportable in the defined categories on Part VI (Balance Sheet) of the core form.  Part VII also requires organizations to provide the text of the footnote to the organization’s financial statements that report the organization’s liability for uncertain tax positions under FIN 48.  Disclosing the text of footnotes relating to uncertain tax positions in isolation could be misleading.  Organizations should be given the opportunity to explain such footnotes or to attach their entire financial statement.


• Part XII (Endowment Funds) requires an organization that holds assets in term or permanent endowment funds to provide information for the past five years on fund balances, contributions, investment earnings or losses, program expenditures and administrative expenditures.  The reporting burden associated with this question seems to outweigh the usefulness of this information. The five-year look-back period should be reduced or eliminated pending adoption by the IRS of reasonable standards.


5. Schedule F (Statement of Activities Outside the U.S.)


• It is unclear whether Schedule F requires that “captive insurance” activities be reported.  Since any organization with captive insurance activity is required to complete IRS Form 5471, such reporting should be referenced here, or the organization should be specifically exempted from reporting again on this form.


• Schedule F requires the separate reporting of grants outside the U.S. from grants to domestic organizations and individuals.  Many hospitals and health care organizations do not maintain records and reports in a format that would permit them to gather all of the information required to be reported on Schedule F.  The required amount of recordkeeping and reporting could discourage organizations from making grants, particularly small ones, to foreign organizations or individuals.  Moreover, the data required to be reported on the schedule could potentially threaten the safety and security of organizations and individual grant recipients, therefore Schedule F should not be open to public disclosure.


• It is unclear whether the activities of foreign affiliates of U.S. organizations are covered


by Schedule F.


• Part I (General Information on Accounts and Activities Outside the United States), Line 2 requires an organization to describe its procedures for selecting grant recipients located outside the U.S. and monitoring the use of grant funds.  The disclosure of an organization’s grant making procedures is intrusive for a public document.  This question should be similar to Schedule I, which simply asks whether the organization maintains records to substantiate its grant making process.


• Part II (Grants and Other Assistance to Organizations or Entities Outside the United States), Lines 2-3 require an organization to report the number of foreign 501(c)(3) organization grant recipients and the total number of other organizations or entities.  This information seems misleading given that most foreign organizations are not formally recognized as 501(c)(3) organizations by the U.S., and the regulatory structure for charitable organizations in many countries is not easily comparable to U.S. requirements. 


• Part II, line 1, column (g) requires that non-cash gifts be reported, and that the fair market value be the basis for the reporting. Hospitals should be exempted from reporting gifts of equipment and supplies since there are many such transfers of fully depreciated items.


• Part III (Grants and Other Assistance to Individuals Outside the United States) requires an organization to report grants of more than $5,000 to individuals outside the U.S. Part II (Grants and Other Assistance to Organizations or Entities Outside the United States) requires organizations to check a box if no one recipient received more than $5,000.  Part III should include a similar check-the-box statement to clarify the guidance set forth in the instructions, i.e., that organizations are not required to complete Part III if no one recipient received more than $5,000.



6. Statement G (Supplemental Information Regarding Fundraising Activities)


• Schedule G requires an organization to report supplemental information regarding its fundraising activities. The IRS should clarify how organizations should report fundraising activities by related entities, which is a common occurrence within a health system.


7.  Proposed Schedule H 

As proposed, the new Schedule H includes four main components community benefit, billing and collections, management companies and joint ventures, and general/facility information.  There is concern that the proposed Schedule H does not recognize the full value of community benefits provided by tax-exempt hospitals.  While the Proposed Schedule H recognizes under funding of care provided to Medicaid patients, it does not recognize similar under funding by the Medicare program. Medicare, like Medicaid, does not pay the full cost of care for Medicare patients.  For Pennsylvania hospitals, it is estimated that the cumulative value of these underpayments is twice the amount of the cost of care to the uninsured.  This results in hospitals, and in part communities, absorbing and compensating for these underpayments as they fulfill their mission to serve Pennsylvanian’s health care needs.  

It is imperative that Medicare underpayments be included as a community benefit, given the fact that these underpayments represent a real cost of serving elderly patients in communities across Pennsylvania. 



In addition, the Proposed Schedule H does not recognize the cost of patient care bad debt expense as a community benefit.  Pennsylvania hospitals have implemented programs to establish eligibility for financial assistance or charity care, in concert with their missions, and take appropriate steps to advise patients of their financial obligations and the availability of financial aid or charity care. However, despite their best efforts, patients who have received care may still not identify themselves as in need of financial assistance and fail to pay their obligation.  This trend is likely to increase as health plans continue to place greater out-of-pocket obligations on individuals. 



As is the case with recognizing the Medicare shortfall, it is important to recognize as a community benefit the full cost of serving patients who require assistance in paying their bills. These patients have received needed care and hospitals have fulfilled their mission in providing that care. 


Further, in Pennsylvania, our state’s Institutions of Purely Public Charity Act recognizes that community benefit includes charity care and financial aid, under funding by government payers (Medicare and Medicaid), and bad debt at cost.  Changes at the federal level to the definitions of charity care will be confusing to the public within Pennsylvania hospitals seek to demonstrate accountability of service to communities. 



8. Schedule J (Supplemental Compensation Information)


• Schedule J requires an organization to report supplemental compensation information with respect to listed persons from Part II of the core form.  There still seems to be confusion about who gets reported on Schedule J, so the instructions should further clarify the individuals for whom such information must be reported.


• Line 1, column (C) requires an organization to report non-qualified deferred compensation.  We encourage the IRS to clearly identify on the form whether the deferred compensation amount is reported when granted or vested.  Otherwise, the non-qualified deferred compensation is being reported twice.  The double reporting occurs when the amounts of unpaid, unvested deferred compensation are reported when awarded and again when they are vested.  Eliminating the double reporting will give a more accurate picture of yearly compensation.  The double reporting of deferred compensation is a problem under the current Form 990 and the IRS should take this opportunity to correct the confusion.  This question also must address how compensation should be reported if the organization is reporting on an accrual basis.


• Line 1, column (D) requires an organization to report the amount of non-taxable fringe benefits provided to the listed persons in column (A).  The instructions seem to even require reporting of de minimis fringe benefits, which by definition under the Internal Revenue Code are “so small as to make accounting for it unreasonable or administratively impracticable.”  The instructions should follow the current Form 990, which allows de minimis fringe benefits to be excluded.


• Line 1, Column (E) requires an organization to report the amount of all expense reimbursements, and allowances provided for expenses, that are not included on a recipient’s 


W-2.  It is completely misleading to report such amounts on Schedule J, which is intended to disclose compensation amounts.  Expense reimbursements under accountable plans that do not result in income to the recipient should not have to be reported on Schedule J.  


• Lines 4 and 5 require an organization to report whether it paid compensation determined in whole or in part by the revenues or net earnings of the organization or a related organization.  The instructions should clarify the types of compensation arrangements that would and would not be deemed to be determined in whole or in part by the revenues or net earnings of hospitals or health care organizations.



9. Schedule K (Supplemental Information on Tax Exempt Bonds)


HAP is particularly concerned about Schedule K; a number of hospitals have described the burden associated with this schedule as akin to a full-scale audit, costing, potentially, millions of dollars.


• Schedule K requires an organization to report supplemental information for each outstanding bond issue with an aggregate principal amount in excess of $100,000 on the last day of the taxable year.  Due to the scope of information required for reportable tax-exempt bonds, the IRS should delay implementation of Schedule K (along with all of the Form 990) until 2010, so that organizations will have sufficient time to complete the analyses required for reporting the new information on the schedule.  Also, since the schedule asks for information regarding all bonds outstanding on the last day of the taxable year, no matter how long ago the bonds were issued, organizations may not have all of the requested information because there was no notice at the time the bonds were issued that the organization would be required to report such information to the IRS.  Accordingly, the IRS should provide a "grandfather" provision under which information is required to be reported only for bonds issued after the date that the redesigned Form 990 was made public.  Also, in light of the IRS' recently announced post-issuance compliance check program, the IRS should consider delaying finalization of this Schedule until the IRS has analyzed the responses to the questionnaires being sent out as part of the program.


• Part I requires extensive information for each outstanding tax-exempt bond issue with a principal amount greater than $100,000 on the last day of the tax year.  This section is enormously burdensome and needs to be streamlined.  First, the IRS should recognize that much of the information requested here is already available through Form 8038, Information Return for Tax-Exempt Private Activity Bond Issues, which is filed when the bonds are issued.  The new schedule should be reconciled with the reporting already required to eliminate redundancy and burden.  Part I, columns F and G, in particular, represent a particular burden for hospitals.  For example, for bonds with large principal amounts that funded multiple projects, including buildings and equipment, requiring information on the date that a particular project was placed into service is very difficult and burdensome to provide.


• Part II requires the provision of information on bond proceeds.  The instructions for this section should make it clear that when an organization is dealing with a refunding issue it is not necessary to report how the proceeds of the prior issue were spent.  Alternatively, the instructions should reduce the burden associated with reporting this information by, for example, limiting how far an organization must go back when a bond is used to refund a prior issue. In addition, the current IRS regulations permit an organization that funds projects with a mixture of equity and bond proceeds to wait 18 months after facilities are placed into service to allocate the sources of those funds to particular costs.  That means, at the time an organization may be required to file this schedule, there may not be a final allocation.  The instructions for the form should reconcile this inconsistency in favor of delayed reporting.


• Part III requires an organization to report information about private use of tax-exempt bonds. The instructions should clarify that aggregate reporting for private business use is contemplated and the IRS should consider permitting organizations to report private business use as not exceeding a stated de minimis percentage.  And, Part III could be streamlined if it allowed organizations to limit the reporting of contracts to those that do not meet the "safe harbors" described in Revenue Procedures 97-13 or 97-14. Question 4 should be re-written, as it does not take into consideration that a hospital may be meeting such “safe harbor” requirements, which would make the percentage computation unnecessary.  Also, question 5a, requesting information about all other "use" by other than a 501(c)(3) organization or state or local government is overly broad, as it would presumably include use that is not treated as private use, such as incidental use or use on the same basis as the general public. Additionally, questions 4 and 5 could result in misleading answers, as they fail to anticipate that these percentages may change from year to year and that the proper measure of usage would be the entire term of the bond.


• Part IV requires an organization to report information about the compensation of third parties who provide services related to bond issuances and whether such parties were selected using a “formal selection process.”  The instructions should clarify what is meant by a “formal selection process” and should permit organizations to rely on selections that involved advice of bond counsel and/or a qualified underwriter with a reasonable review of qualifications. In addition, a threshold amount for reportable transactions should be added.



10. Schedule I (Supplemental Information on Grants and Other Assistance to Organizations, Governments, and Individuals in the U.S.)


Part III requires an organization to report grants and other assistance to individuals in the U.S., if the grant amount is $5,000 or more.  This threshold should be increased substantially for large organizations like hospitals.  The instructions and the schedule should clarify whether, consistent with the instructions to Schedule F, Part III, organizations need not complete Part III if no individual received more than the new threshold.


11. Schedule L (Supplemental Information on Loans)


Schedule L requires an organization to report details on loans to and from officers, directors, trustees, key employees, highly compensated employees and disqualified persons.  The schedule and instructions should reference “highest compensated employees” from Part II of the core form, which is also the defined term in the glossary.  The use of the expression “highly compensated employee” is unnecessarily confusing in this context.



12. Schedule M (Non-Cash Contributions)


The threshold for completing this schedule should be increased to at least $20,000.


13. Schedule N (Liquidation, Termination, dissolution or Significant Disposition of Assets)


• Clarification is needed as to whether transfers to a wholly owned limited liability company that is disregarded as separate from the tax-exempt filing organization need to be reported.


• Clarification is needed as to whether transfers for “full and adequate consideration” that are excluded from the definition of “substantial contraction” still need to be reported as a disposition of net assets.



14. Schedule R (Related Organizations)


The following comments relate to Part V – Transactions with Related Organizations.


• For multi-hospital systems, Schedule R is extremely burdensome.  At a minimum, the definition of “related” needs further review and consideration, as there are many definitions of the term that might have been used.


• Part V requires an organization to report whether it engaged in certain transactions or transfers with related organizations, including related 501(c)(3) organizations.  The instructions carve out transactions between 501(c)(3) organizations where the only transactions between the organizations were gifts or grants.  This instruction should be revised to allow transfers that are gifts and grants to be excluded, even where the organizations have other transactions such as leasing or services arrangements.


• The definition of “transfer” in the instructions should be revised as follows: A transfer includes any conveyance of funds or property, whether or not for consideration, except for gifts or grants between related 501(c)(3) organizations.


• The compliance burden from this section is of great concern to our members.  Tax-exempt organizations within a health system typically have numerous arrangements involving the performance of services, leasing or sharing of facilities, equipment or employees, cost reimbursement etc.  By way of example, a typical 501(c)(3) health system could have hundreds of transactions to report under Part V.  HAP understands that certain questions on this schedule are in response to Section 1205 of the Pension Protection Act (PPA), but the information on transactions between related 501(c)(3) organizations should be limited to transfers that could result in UBIT under the controlled entity rule of Section 512(b)(13). Other transactions between related 501(c)(3) organizations do not raise compliance, exemption, tax or other concerns and should not need to be reported.


• Schedule R goes beyond what is required under the PPA, which at least limits reporting of transfers among “controlling and controlled” organizations. By defining “related” as including brother/sister organizations controlled by the same person or persons, Schedule R requires any exempt entity within a health care system to include all transfers between it and any other entity within the system, which completely expands the already overly broad disclosure required by the PPA. These requirements are completely unworkable in the health system setting and, again, result in the reporting of transactions that do not raise compliance, exemption, tax or other concerns.


• The instructions for column (C) require the amount involved in each transaction to be reported, which is defined as the fair market value of the services, cash and other assets provided by the organization or the fair market value received, whichever is higher.  This instruction seems to require even related 501(c)(3) organizations that have cost reimbursement arrangements to determine the fair market value for these arrangements, which creates a significant valuation burden for arrangements that should not even need to be reported.





September 13, 2007 

Internal Revenue Service 
Form 990 Redesign, SE:T: EO 
1111 Constitution Avenue, NW 
Washington, D.C. 20224 

RE: Comments on Draft Redesigned Form 990 and Schedules 

To Whom It May Concern:  

On behalf of Pennsylvania’s 225 hospitals and health care systems, The Hospital & Healthsystem 
Association of Pennsylvania (HAP) welcomes the opportunity to comment on the Internal 
Revenue Service’s Redesigned Form 990 draft. While we applaud your efforts in developing a 
new Form 990, which has not been revised since 1979, we have significant concerns about the 
draft redesign. These concerns include the aggressive implementation date and filing deadlines, as 
well as the additional cost and burden that will result from the proposed expansion of reporting 
requirements for the hospitals as well as our own association. Please note that more technical 
comments on the core form and its various schedules are attached.  Obviously, of particular 
concern is the Proposed Schedule H, which our member hospitals and health systems would be 
required to file. 

Our concerns can be summarized as follows: 
•	 The filing deadline is far too short and should be extended to tax year 2010 for Form 990 

and all schedules. 
•	 Additional resources/time will be needed in order to complete the Redesigned Form 990 

and the various schedules for our member’s hospitals as well as the association itself. 
•	 Form 990 and other schedules have numerous questions that require substantial revisions 

or clarification to ensure that the goals the IRS set for itself can be achieved (reduce 
burden on filing organization, promote tax compliance and enhance transparency). 

•	 Schedule H does not recognize the full value of community benefit provided by hospitals 
and schedule K would require significant resources to compile the information required 
to be reported. 

We appreciate the opportunity to comment on the redesigned Form 990 and related schedules, 
and thank you in advance for consideration of our comments and recommendations. Should you 
have further questions, please contact Tina Latin-True, Vice President and Controller at  
(717) 561-5311 or Melissa Speck, Director, Policy Development at (717) 561-5356. 

Sincerely, 

CAROLYN F. SCANLAN 
President & Chief Executive Officer 
Attachment 



The Hospital & Healthsystem Association of Pennsylvania (HAP) 

Detailed Comments on IRS Redesigned Form 990 and Schedules 


Scheduled implementation date and filing deadlines  

It is important to recognize that the new Proposed Schedule H and other newer expanded 
disclosures will require significant reconfiguration of existing financial and data record-keeping 
systems for hospitals.  These system changes are critical to ensuring that the appropriate data is 
captured for accurate completion of the new Schedule H, and in particular for the Part I 
Community Benefit Report.  

The aggressive timeline proposed for implementation of the redesigned Form 990 would require 
that hospitals begin data collection and record-keeping effective January 1, 2008.  That timeline is 
unrealistic, especially given the fact that the IRS does not anticipate finalizing instructions, 
definitions, and worksheets needed to collect the data until mid-2008.  Without the requisite 
instructions, all institutions will find it difficult to compile information in a correct and timely 
manner. 

HAP strongly encourages the IRS to delay implementation of the Proposed Schedule H to allow 
for appropriate modifications and development of systems necessary to capture the required 
financial information.  It is recommended that implementation of revised forms be made in 2010, 
which would allow for the requisite systems changes subsequent to the finalization of 
instructions, definitions, and worksheets to enable appropriate capture of the requisite data.  

With respect to the current tax-exempt filing deadlines that are in place, there is significant 
concern that tax-exempt entities will need to file an extension request annually in order to 
accurately complete not only the core Form 990, but all of the additional schedules (and the 
various worksheets) that have been added, even if the IRS were to delay the implementation of 
Schedule H. This seemingly conflicts with the intent of the IRS to reduce reporting burden on 
filing organizations.  

Impact of proposed expansion of reporting requirements 

The Proposed Schedule H includes many components that are either not related to the hospital 
demonstrating community benefit, or are related to information already provided in other parts of 
the Form 990. It should be noted that the detailed information requested on charity care is 
already provided in Part I of Schedule H, thus resulting in duplicative reporting.  Finally, 
information related to the hospital’s revenues and Medicare and Medicaid payments is also 
already included in the Form 990. 

Additionally, the proposed chart on Schedule H, Part II, that relates to billing has no impact on 
being able to determine whether a hospital has met the community benefit standard.  In addition, 
the chart will impose a significant burden on the hospital with respect to the amount of 
information and the required personnel resources that will be needed to complete the schedule.  

It is important to recognize the need for a balanced approach related to the level of information 
proposed to be collected, and ultimately, the relevancy of such information.  As stated above, the 
adoption of the redesigned Form 990 and related schedules will require additional administrative 
resources to assist in preparation and documentation of these schedules.  



An unintended consequence of hospitals having to redirect resources to administrative 
compliance activities will be the reduction of resources available to carry out their core missions 
of caring for those in their community. HAP does not believe that was the intent of this effort.  

The Core Form and Schedules Need Substantial Revisions 

Below is our initial list of comments on the core form and other schedules.  Many large hospitals 
and hospital systems will need to fill out as many as 14 schedules, and most will have to fill out at 
least 8-10. This is an enormous, expensive and time-consuming undertaking for tax-exempt 
hospitals in Pennsylvania, as well as for ourselves as a not-for-profit trade association which 
represents hospitals. 

Significant revisions and refinements must be made to the core form, schedules and instructions 
(e.g., the draft Form 990 asks for information concerning materiality and substantiality of certain 
matters without providing clear guidance or objective criteria).  It is recommended that objective 
standards be included in the instructions. 

We think it is critical that exempt organizations be given an opportunity to review the revised set 
of forms, schedules and instructions in their entirety, with another 90-day review period 
following the re-draft.  The IRS should release the second draft with instructions in 2008, and 
provide another 90-day review period, with a final form release by December 31, 2008. 

It would be a disservice to the entire tax-exempt sector⎯hospitals in particular⎯to undertake the 
first major overhaul of the Form 990 in 25 years without adequate time for review and input. A 
rushed implementation schedule will inevitably require revisions and modifications that will be 
costly both to exempt organizations and the IRS, and thus will not result in the desired 
transparency or reduction of administrative burden. 

1. Core Form 

• The IRS asked for comments on whether “the IRS should preclude group rulings.”  We 
understand this request was intended to elicit comments on whether hospitals and other 
organizations that have a “group exemption” should continue to be allowed to file a group return. 
Some hospital systems have received group exemptions.  If group returns are eliminated, this 
would result in a significant burden that subverts the underlying group exemption. 
• Part I (Summary), Line 6 requires an organization to enter the number of individuals receiving 
compensation in excess of $100,000.  This question provides information of limited use to the 
IRS since large health care organizations will likely have a larger number of professionals 
receiving such compensation and small organizations will likely have a smaller number. 
• Part I (Summary), Line 7 requires an organization to enter the highest compensation amount 
reported on Part II, Section A (relating to reportable compensation paid to officers, directors, 
trustees, key employees, highly compensated employees and independent contractors).  Requiring 
disclosure of the highest compensation amount paid on the summary page of the core form could 
mislead viewers when read outside of the context of the fuller disclosure required in Part II and 
Schedule J. 
• Part I, Lines 8a and 8b require an organization to calculate total officer, director, trustee and 
other key employee compensation and then to calculate a percentage by comparing total 
executive compensation to total program expenses.  This comparison metric provides a 
misleading picture of an organization’s operations and should be eliminated from the form. 



• Part I, Lines 19a and 19b require an organization to calculate fundraising expenses as a 
percentage of total contributions and grants.  This percentage does not provide helpful 
information about an organization’s operations.  Notwithstanding its limited use, organizations 
should be given an opportunity to explain this percentage. 
• Part I, Line 24b requires an organization to calculate total expenses as a percentage of net 
assets.  This percentage is not helpful to understanding an organization’s overall operations. 
• Part II (Compensation and Other Financial Arrangements with Officers, Directors, Trustees, 
Key Employees, Highly Compensated Employees, and Independent Contractors), Section A 
requires information on key employees, which term is defined in part based on the disqualified 
person concept from the Section 4958 intermediate sanction regulations to include a “person who 
manages a discrete segment or activity of the organization that represents a substantial part of the 
activities, assets, income or expenses of the organization, as compared to the organization as a 
whole.” Consideration should be given to defining “substantial part” or including examples in 
the instructions or glossary to help large organizations determine employees who would fall 
under the broadened definition. Hospitals could have hundreds of “key employees” if this 
definition is not clear. 
• Part II, Section A requires an organization to list the city and state of residence of each person 
required to be listed publicly (officers, directors, trustees and key employees).  For hospitals and 
heath care organizations in rural areas in particular, providing this information could be 
tantamount to providing an individual’s home address.  The filing organization should be allowed 
to list the organization’s address as opposed to the individual’s home addresses, since their 
service is related to the organization not as an individual. 
• Part II, Section A requires an organization to include reportable compensation from “related 
organizations” for purposes of reporting the compensation of former (within the last five years) 
directors, trustees, officers and key employees or highest compensated employees. It seems 
overly burdensome for a large filing organization to be required to track all former directors, 
trustees, officers, key employees or highest compensated employees over a five-year period when 
they have had no need to do so in the past.  Combining this requirement with a need to survey all 
related organizations to determine whether any individual in this group is being paid 
compensation by such related organization requires efforts beyond the value the information 
would provide. Information on former directors, trustees, officers, key employees or highest 
compensated employees should look to current year only. 
• Part II, Section A requires an organization to use the compensation figures as reported on Forms 
W-2 or 1099. For hospitals whose tax year is not the calendar year, Forms W-2 and 1099 
reporting will result in compensation data that is much more dated than the compensation data 
currently required.  For example, if a hospital’s fiscal year ends on June 30, the hospital would 
file its return on November 15, with compensation data as of December 31 of the prior year. 
• Part II, Section B, Lines 5a-f require an organization to report the family and business 
relationships of officers, directors, trustees or key employees during a five-year look back period.  
Hospital and health care organizations often have boards of directors with as many as 30 
members, and hundreds of contracts.  The collection and maintenance of documentation required 
to respond to these questions will create excessive new burdens for organizations, especially for 
organizations with large boards of directors.  Moreover, the instructions should clarify the duties 
of organizations to collect such information going forward. 
• Part II, Section B, Line 9 requires an organization to report whether any persons listed in Part A 
receive compensation from any source other than the filing organization or a related organization 
for services rendered to the organization. In its current form, this question requires organizations 
to have or acquire access to information that they may not otherwise have.  This question should 
be clarified to address the extent to which an organization is required to seek information 
regarding such compensation arrangements.  Also, if a listed person owns a company that is paid 
reasonable compensation to perform services, but the person does not receive any payment other 
than in his capacity as owner of the organization, what amount, if any, gets reported? 



• Part III (Statements Regarding Governance, Management, and Financial Reporting), Line 2 
requires an organization to report any significant changes to its organizing or governing 
documents.  The IRS should clarify that this question would only cover changes to articles of 
incorporation and bylaws and not other policies of the organization. 
• Part III, Line 3b requires an organization to report the number of “transactions” the organization 
reviewed under its conflict of interest policy.  The instructions or glossary should be revised to 
include a definition for “transactions.”  Because responding with a zero or a very high number 
would create a misleadingly negative connotation, and because any numerical response will have 
a different meaning depending on the organization and its policy, the question should be revised 
to ask whether the organization engaged in any transactions that were subject to the policy but 
were not reviewed under the policy. 
• Part III, Line 10 asks whether an organization’s governing body reviewed the Form 990 before 
it was filed. This requirement is overly burdensome, particularly for large hospital systems, 
which may have dozens of hospitals and related entities for which returns are being filed.  The 
draft form does not provide a definition of “review,” which should be added to the instructions or 
glossary. It is unclear whether an organization can simply provide the Form 990 to its governing 
body or whether it needs to receive some kind of certification that each member of its governing 
body has in fact reviewed the form.  The instructions should clarify that review by the finance or 
an equivalent committee of an organization’s governing body or the governing body of its parent 
organization is sufficient if the governing body delegates this function.  In clarifying what is 
meant by “review,” the IRS also should consider that boards of directors of public companies are 
not required to review or certify tax filings under the Sarbanes-Oxley Act.   
• Part III, Line 11 asks an organization to indicate where documents are made available to 
the public. There is no explanation for why this is being asked. 
• In addition, IRS should consider providing a disclaimer on the core form that states that some 
of the items noted are not legally required, but are commonly accepted practices and are not 
necessarily appropriate or applicable for every organization.  
• Part IV (Statements Regarding General Activities), Line 1d requires an organization to report 
the total amount of contributions received from related organizations.  The instructions include as 
examples of related organizations, “a parent organization or affiliates at the local, state, or 
regional level.” The example is confusing and the instructions should instead use the definition 
of related organizations from the glossary.  Moreover, it is unclear whether all payments to 
related organizations (except for payments that clearly belong under membership dues, rentals, or 
sales) should be treated as contributions since there is no corresponding line item under “program 
service revenue” or “other revenue.” 
• Part IV, Lines 2a – 2g require an organization to enter a corresponding business code from the 
Codes for Unrelated Business Activity from the 2006 Instructions for Form 990-T for the various 
line items of “program service revenue.”  The business codes on 990-T are not broad enough to 
reflect accurately program service revenue. 
• Part IV, Line 1c requires an organization to report contributions from fundraising events. 
Although the instructions use an example to show that gross income from other than contributions 
is to be reported on Line 11a, a reference at Line 1c to such amounts reported on Line 11a would 
be helpful. 
• Part V (Statement of Functional Expense), Line 3 requires an organization to report expenses 
associated with grants and other assistance to governments, organizations, and individuals outside 
of the U.S. This question does not provide a reference to Schedule F or the threshold for filing 
Schedule F. These references should be added. 
• Part VII (Statements Regarding General Activities), Line 6a requires an organization to report 
whether it had any tax-exempt bonds outstanding at any time during the year.  The instructions 
should clarify whether this question is intended to encompass bond financing where the 501(c)(3) 
organization is not the issuer of the bonds but rather the borrower of proceeds of government-
issued bonds. 



• Part VII, Lines 8a (and the applicable instructions) requires an organization to report whether it 
conducted all or a substantial part of its exempt activities through or using a partnership, LLC or 
corporation and the aggregate exempt activities conducted through or by such entities involved a 
substantial portion of the organization’s capital expenditures or operating budget, or a discrete 
segment or activities of the organization that represent a substantial portion of the organization’s 
assets, income, or expenses as compared to the organization as a whole. Neither the instructions 
nor the glossary provide a definition, percentage or amount for the term “substantial.”  It is also 
unclear whether Lines 8a-8c would apply to passive investments of endowment or reserve funds 
in partnerships or publicly traded corporations. 
• Part VII, Lines 11 and 12 require an organization to report whether it has a written policy or 
procedure for reviewing the organization’s investments and safeguarding its exempt status with 
respect to transactions and arrangements with related organizations. To the extent the IRS intends 
to develop sample written policies, IRS should solicit input from members of the tax-exempt 
sector with respect to the content and form of such written policies. 
• Part IX (Statement of Program Service Accomplishments), Lines 3a – 3c require an 
organization to describe its exempt purpose achievements for each of its three largest program 
services. This question should be moved to Part I of the form, as it is a key question. 
Organizations should be allowed as much additional space as necessary to describe more than 
three key activities. As drafted, 3d also directs organizations to attach a schedule listing other 
program services. 

2. Schedule A (Supplementary Information for Organizations Exempt Under Section 
501(c)(3)) 
• Part 1, Line 11f requires an organization to respond whether it has a “written determination 
from the IRS that it is a Type I, II or III supporting organization.”  Since most supporting 
organizations do not have written determinations from the IRS, the question as written is 
misleading and unfair because the IRS did not actually issue such determinations until this year. 
The question should allow an IRS determination or “a written opinion of counsel.”  
• Part 1, Line 11h, column (vii) requires an organization to report the amount of monetary support 
provided by the supporting organization to the supported organization(s).  This question 
disadvantages supporting organizations such as parent holding companies within a health care 
system that do not pay out monetary grants or other support payments because they are 
functionally integrated or otherwise undertake activities in support of their supported 
organizations. The question should be revised to include the value of non-monetary support. 

3. Schedule C (Political Campaign and Lobbying Activities) 
• Much of the information requested by the IRS on schedule C is already reported to the Federal 
Election Commission (FEC) and to the IRS on Form 8872 – Political Organizations Report of 
Contributions and Expenditures.  This form follows the FEC’s reporting schedule, and, therefore 
is duplicative. 
• The IRS also requires an estimate of volunteer hours on political activities.  Additional 
clarification may be required to limit an association’s responsibility to report activities of its 
board members that are conducting these activities on their own time and not on the 
organization’s behalf. 
• Of major concern is the combining of political campaign and lobbying activities on one form.  
Political campaign work is prohibited for 501(c)(3) organizations, while lobbying activities are 
permitted.  By combining these activities on the same Schedule H can cause confusion and 
misinterpretation. 
• Part II-B requires reporting by an exempt organization, including reporting on (b) paid staff or 
management and for (h) seminars, conventions, speeches, lectures or any other means.  It is not 
clear precisely what the IRS is attempting to capture under (h) and why the category needs to be 
so broad. Also, instead of asking for precise amounts, the IRS should ask for a range of hours, 



number of employees or other proxies for amounts that would provide the IRS with useful 
information while making the category less burdensome. 

4. Schedule D (Supplemental Financial Statements) 
• Parts I and III: Passive investments should be excluded from this schedule, and the listing of 
securities individually is extremely burdensome. 
• Part VII (Other Liabilities) requires organizations to describe and list the book value of any 
other liabilities, including federal income tax liabilities, not reportable in the defined categories 
on Part VI (Balance Sheet) of the core form.  Part VII also requires organizations to provide the 
text of the footnote to the organization’s financial statements that report the organization’s 
liability for uncertain tax positions under FIN 48.  Disclosing the text of footnotes relating to 
uncertain tax positions in isolation could be misleading.  Organizations should be given the 
opportunity to explain such footnotes or to attach their entire financial statement. 
• Part XII (Endowment Funds) requires an organization that holds assets in term or permanent 
endowment funds to provide information for the past five years on fund balances, contributions, 
investment earnings or losses, program expenditures and administrative expenditures.  The 
reporting burden associated with this question seems to outweigh the usefulness of this 
information. The five-year look-back period should be reduced or eliminated pending adoption by 
the IRS of reasonable standards. 

5. Schedule F (Statement of Activities Outside the U.S.) 
• It is unclear whether Schedule F requires that “captive insurance” activities be reported.  Since 
any organization with captive insurance activity is required to complete IRS Form 5471, such 
reporting should be referenced here, or the organization should be specifically exempted from 
reporting again on this form. 
• Schedule F requires the separate reporting of grants outside the U.S. from grants to domestic 
organizations and individuals.  Many hospitals and health care organizations do not maintain 
records and reports in a format that would permit them to gather all of the information required to 
be reported on Schedule F.  The required amount of recordkeeping and reporting could 
discourage organizations from making grants, particularly small ones, to foreign organizations or 
individuals.  Moreover, the data required to be reported on the schedule could potentially threaten 
the safety and security of organizations and individual grant recipients, therefore Schedule F 
should not be open to public disclosure. 
• It is unclear whether the activities of foreign affiliates of U.S. organizations are covered 
by Schedule F. 
• Part I (General Information on Accounts and Activities Outside the United States), Line 2 
requires an organization to describe its procedures for selecting grant recipients located outside 
the U.S. and monitoring the use of grant funds.  The disclosure of an organization’s grant making 
procedures is intrusive for a public document.  This question should be similar to Schedule I, 
which simply asks whether the organization maintains records to substantiate its grant making 
process. 
• Part II (Grants and Other Assistance to Organizations or Entities Outside the United States), 
Lines 2-3 require an organization to report the number of foreign 501(c)(3) organization grant 
recipients and the total number of other organizations or entities.  This information seems 
misleading given that most foreign organizations are not formally recognized as 501(c)(3) 
organizations by the U.S., and the regulatory structure for charitable organizations in many 
countries is not easily comparable to U.S. requirements.  
• Part II, line 1, column (g) requires that non-cash gifts be reported, and that the fair market value 
be the basis for the reporting. Hospitals should be exempted from reporting gifts of equipment 
and supplies since there are many such transfers of fully depreciated items. 
• Part III (Grants and Other Assistance to Individuals Outside the United States) requires an 
organization to report grants of more than $5,000 to individuals outside the U.S. Part II (Grants 



and Other Assistance to Organizations or Entities Outside the United States) requires 
organizations to check a box if no one recipient received more than $5,000.  Part III should 
include a similar check-the-box statement to clarify the guidance set forth in the instructions, i.e., 
that organizations are not required to complete Part III if no one recipient received more than 
$5,000. 

6. Statement G (Supplemental Information Regarding Fundraising Activities) 
• Schedule G requires an organization to report supplemental information regarding its 
fundraising activities. The IRS should clarify how organizations should report fundraising 
activities by related entities, which is a common occurrence within a health system. 

7. Proposed Schedule H 
As proposed, the new Schedule H includes four main components community benefit, billing and 
collections, management companies and joint ventures, and general/facility information.  There is 
concern that the proposed Schedule H does not recognize the full value of community benefits 
provided by tax-exempt hospitals.  While the Proposed Schedule H recognizes under funding of 
care provided to Medicaid patients, it does not recognize similar under funding by the Medicare 
program. Medicare, like Medicaid, does not pay the full cost of care for Medicare patients.  For 
Pennsylvania hospitals, it is estimated that the cumulative value of these underpayments is twice 
the amount of the cost of care to the uninsured.  This results in hospitals, and in part communities, 
absorbing and compensating for these underpayments as they fulfill their mission to serve 
Pennsylvanian’s health care needs.   

It is imperative that Medicare underpayments be included as a community benefit, given the fact 
that these underpayments represent a real cost of serving elderly patients in communities across 
Pennsylvania. 

In addition, the Proposed Schedule H does not recognize the cost of patient care bad debt expense 
as a community benefit.  Pennsylvania hospitals have implemented programs to establish 
eligibility for financial assistance or charity care, in concert with their missions, and take 
appropriate steps to advise patients of their financial obligations and the availability of financial 
aid or charity care. However, despite their best efforts, patients who have received care may still 
not identify themselves as in need of financial assistance and fail to pay their obligation.  This 
trend is likely to increase as health plans continue to place greater out-of-pocket obligations on 
individuals.  

As is the case with recognizing the Medicare shortfall, it is important to recognize as a 
community benefit the full cost of serving patients who require assistance in paying their bills. 
These patients have received needed care and hospitals have fulfilled their mission in providing 
that care. 

Further, in Pennsylvania, our state’s Institutions of Purely Public Charity Act recognizes that 
community benefit includes charity care and financial aid, under funding by government payers 
(Medicare and Medicaid), and bad debt at cost.  Changes at the federal level to the definitions of 
charity care will be confusing to the public within Pennsylvania hospitals seek to demonstrate 
accountability of service to communities.  

8. Schedule J (Supplemental Compensation Information) 
• Schedule J requires an organization to report supplemental compensation information with 
respect to listed persons from Part II of the core form.  There still seems to be confusion about 
who gets reported on Schedule J, so the instructions should further clarify the individuals for 
whom such information must be reported. 



• Line 1, column (C) requires an organization to report non-qualified deferred compensation.  We 
encourage the IRS to clearly identify on the form whether the deferred compensation amount is 
reported when granted or vested.  Otherwise, the non-qualified deferred compensation is being 
reported twice. The double reporting occurs when the amounts of unpaid, unvested deferred 
compensation are reported when awarded and again when they are vested.  Eliminating the 
double reporting will give a more accurate picture of yearly compensation.  The double reporting 
of deferred compensation is a problem under the current Form 990 and the IRS should take this 
opportunity to correct the confusion.  This question also must address how compensation should 
be reported if the organization is reporting on an accrual basis. 
• Line 1, column (D) requires an organization to report the amount of non-taxable fringe benefits 
provided to the listed persons in column (A).  The instructions seem to even require reporting of 
de minimis fringe benefits, which by definition under the Internal Revenue Code are “so small as 
to make accounting for it unreasonable or administratively impracticable.”  The instructions 
should follow the current Form 990, which allows de minimis fringe benefits to be excluded. 
• Line 1, Column (E) requires an organization to report the amount of all expense 
reimbursements, and allowances provided for expenses, that are not included on a recipient’s  
W-2. It is completely misleading to report such amounts on Schedule J, which is intended to 
disclose compensation amounts.  Expense reimbursements under accountable plans that do not 
result in income to the recipient should not have to be reported on Schedule J.   
• Lines 4 and 5 require an organization to report whether it paid compensation determined in 
whole or in part by the revenues or net earnings of the organization or a related organization.  The 
instructions should clarify the types of compensation arrangements that would and would not be 
deemed to be determined in whole or in part by the revenues or net earnings of hospitals or health 
care organizations. 

9. Schedule K (Supplemental Information on Tax Exempt Bonds) 
HAP is particularly concerned about Schedule K; a number of hospitals have described the 
burden associated with this schedule as akin to a full-scale audit, costing, potentially, millions of 
dollars. 
• Schedule K requires an organization to report supplemental information for each outstanding 
bond issue with an aggregate principal amount in excess of $100,000 on the last day of the 
taxable year.  Due to the scope of information required for reportable tax-exempt bonds, the IRS 
should delay implementation of Schedule K (along with all of the Form 990) until 2010, so that 
organizations will have sufficient time to complete the analyses required for reporting the new 
information on the schedule.  Also, since the schedule asks for information regarding all bonds 
outstanding on the last day of the taxable year, no matter how long ago the bonds were issued, 
organizations may not have all of the requested information because there was no notice at the 
time the bonds were issued that the organization would be required to report such information to 
the IRS. Accordingly, the IRS should provide a "grandfather" provision under which information 
is required to be reported only for bonds issued after the date that the redesigned Form 990 was 
made public. Also, in light of the IRS' recently announced post-issuance compliance check 
program, the IRS should consider delaying finalization of this Schedule until the IRS has 
analyzed the responses to the questionnaires being sent out as part of the program. 
• Part I requires extensive information for each outstanding tax-exempt bond issue with a 
principal amount greater than $100,000 on the last day of the tax year.  This section is 
enormously burdensome and needs to be streamlined.  First, the IRS should recognize that much 
of the information requested here is already available through Form 8038, Information Return for 
Tax-Exempt Private Activity Bond Issues, which is filed when the bonds are issued.  The new 
schedule should be reconciled with the reporting already required to eliminate redundancy and 
burden. Part I, columns F and G, in particular, represent a particular burden for hospitals.  For 
example, for bonds with large principal amounts that funded multiple projects, including 



buildings and equipment, requiring information on the date that a particular project was placed 
into service is very difficult and burdensome to provide. 
• Part II requires the provision of information on bond proceeds.  The instructions for this section 
should make it clear that when an organization is dealing with a refunding issue it is not 
necessary to report how the proceeds of the prior issue were spent.  Alternatively, the instructions 
should reduce the burden associated with reporting this information by, for example, limiting how 
far an organization must go back when a bond is used to refund a prior issue. In addition, the 
current IRS regulations permit an organization that funds projects with a mixture of equity and 
bond proceeds to wait 18 months after facilities are placed into service to allocate the sources of 
those funds to particular costs.  That means, at the time an organization may be required to file 
this schedule, there may not be a final allocation.  The instructions for the form should reconcile 
this inconsistency in favor of delayed reporting. 
• Part III requires an organization to report information about private use of tax-exempt bonds. 
The instructions should clarify that aggregate reporting for private business use is contemplated 
and the IRS should consider permitting organizations to report private business use as not 
exceeding a stated de minimis percentage.  And, Part III could be streamlined if it allowed 
organizations to limit the reporting of contracts to those that do not meet the "safe harbors" 
described in Revenue Procedures 97-13 or 97-14. Question 4 should be re-written, as it does not 
take into consideration that a hospital may be meeting such “safe harbor” requirements, which 
would make the percentage computation unnecessary.  Also, question 5a, requesting information 
about all other "use" by other than a 501(c)(3) organization or state or local government is overly 
broad, as it would presumably include use that is not treated as private use, such as incidental use 
or use on the same basis as the general public. Additionally, questions 4 and 5 could result in 
misleading answers, as they fail to anticipate that these percentages may change from year to year 
and that the proper measure of usage would be the entire term of the bond. 
• Part IV requires an organization to report information about the compensation of third parties 
who provide services related to bond issuances and whether such parties were selected using a 
“formal selection process.”  The instructions should clarify what is meant by a “formal selection 
process” and should permit organizations to rely on selections that involved advice of bond 
counsel and/or a qualified underwriter with a reasonable review of qualifications. In addition, a 
threshold amount for reportable transactions should be added. 

10. Schedule I (Supplemental Information on Grants and Other Assistance to 
Organizations, Governments, and Individuals in the U.S.) 
Part III requires an organization to report grants and other assistance to individuals in the U.S., if 
the grant amount is $5,000 or more.  This threshold should be increased substantially for large 
organizations like hospitals.  The instructions and the schedule should clarify whether, consistent 
with the instructions to Schedule F, Part III, organizations need not complete Part III if no 
individual received more than the new threshold. 

11. Schedule L (Supplemental Information on Loans) 
Schedule L requires an organization to report details on loans to and from officers, directors, 
trustees, key employees, highly compensated employees and disqualified persons.  The schedule 
and instructions should reference “highest compensated employees” from Part II of the core form, 
which is also the defined term in the glossary.  The use of the expression “highly compensated 
employee” is unnecessarily confusing in this context. 

12. Schedule M (Non-Cash Contributions) 
The threshold for completing this schedule should be increased to at least $20,000. 



13. Schedule N (Liquidation, Termination, dissolution or Significant Disposition of Assets) 
• Clarification is needed as to whether transfers to a wholly owned limited liability company that 
is disregarded as separate from the tax-exempt filing organization need to be reported. 
• Clarification is needed as to whether transfers for “full and adequate consideration” that are 
excluded from the definition of “substantial contraction” still need to be reported as a disposition 
of net assets. 

14. Schedule R (Related Organizations) 
The following comments relate to Part V – Transactions with Related Organizations. 
• For multi-hospital systems, Schedule R is extremely burdensome.  At a minimum, the definition 
of “related” needs further review and consideration, as there are many definitions of the term that 
might have been used. 
• Part V requires an organization to report whether it engaged in certain transactions or transfers 
with related organizations, including related 501(c)(3) organizations.  The instructions carve out 
transactions between 501(c)(3) organizations where the only transactions between the 
organizations were gifts or grants. This instruction should be revised to allow transfers that are 
gifts and grants to be excluded, even where the organizations have other transactions such as 
leasing or services arrangements. 
• The definition of “transfer” in the instructions should be revised as follows: A transfer includes 
any conveyance of funds or property, whether or not for consideration, except for gifts or grants 
between related 501(c)(3) organizations. 
• The compliance burden from this section is of great concern to our members.  Tax-exempt 
organizations within a health system typically have numerous arrangements involving the 
performance of services, leasing or sharing of facilities, equipment or employees, cost 
reimbursement etc.  By way of example, a typical 501(c)(3) health system could have hundreds of 
transactions to report under Part V.  HAP understands that certain questions on this schedule are 
in response to Section 1205 of the Pension Protection Act (PPA), but the information on 
transactions between related 501(c)(3) organizations should be limited to transfers that could 
result in UBIT under the controlled entity rule of Section 512(b)(13). Other transactions between 
related 501(c)(3) organizations do not raise compliance, exemption, tax or other concerns and 
should not need to be reported. 
• Schedule R goes beyond what is required under the PPA, which at least limits reporting of 
transfers among “controlling and controlled” organizations. By defining “related” as including 
brother/sister organizations controlled by the same person or persons, Schedule R requires any 
exempt entity within a health care system to include all transfers between it and any other entity 
within the system, which completely expands the already overly broad disclosure required by the 
PPA. These requirements are completely unworkable in the health system setting and, again, 
result in the reporting of transactions that do not raise compliance, exemption, tax or other 
concerns. 
• The instructions for column (C) require the amount involved in each transaction to be reported, 
which is defined as the fair market value of the services, cash and other assets provided by the 
organization or the fair market value received, whichever is higher.  This instruction seems to 
require even related 501(c)(3) organizations that have cost reimbursement arrangements to 
determine the fair market value for these arrangements, which creates a significant valuation 
burden for arrangements that should not even need to be reported. 
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